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DECEMBER 8, 1953 


House or REPRESENTATIVES, 
CoMMITTEE ON AGRICULTURE, 
SpeciAL Darry SUBCOMMITTEE, 
Washington, D. C. 

The subcommittee met at 10:30 a. m., pursuant to call, in room 
1310, New House Office Building, Representative Andresen (chair- 
man), presiding. 

Present: Representatives Andresen (presiding), Lovre, and Williams. 

Also present: Representatives Berry, of South Dakota; Byrnes, of 
Wisconsin; O’Hara, of Minnesota; Davis, of Wisconsin; and Talle, 
of Iowa. 

Mr. AnprRESEN. The commiitee will come to order. This sub- 
committee is meeting this morning to consider a plan proposed by the 
National Milk Producers Federation on the matter of self-help for 
the dairy industry. Mr. Russell S. Waltz, the president of the 
organization, will be the witness who will explain the self- help plan 
which has been adopted, as I understand it, by the organization at 
their annual meeting held last month. 

Mr. Waltz, we will be very glad to hear from you. We will be 
glad to have a full explanation ‘of the plan which your organization 
has proposed. 


STATEMENT OF RUSSELL S. WALTZ, PRESIDENT, NATIONAL 
MILK PRODUCERS FEDERATION 


Mr. Watrtz. I have a prepared statement. My name is Russell S. 
Waltz, general manager of the United Dairymen’s Association of 
Seattle, Wash. I am president of the National Milk Producers 
Federation. 

The federation is an organization made up of approximately 460,000 
dairy farmers residing in 46 States. These farmers, through their co- 
operatives, market over 22 billion pounds of whole milk equivalent 
annually or more than one-fifth of all the milk and cream leaving 
farms in commercial channels. 

The purpose of my testimony is to explain to this committee a plan 
of self-help for the American dairy farmer. This plan would relieve 
the Government of such expenditures as it now makes from time to 
time with respect to losses on dairy products acquired under the pres- 
ent authorized support programs. 

We have been developing this plan for several years in an effort to 
both simplify it and make it practicable. 

I would like permission to file for the record of the hearing a copy 
of the preliminary draft of our proposed bill and also a copy of an 
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editorial from Hoard’s Dairyman of Deee mber 10, 1953, and one from 
the Cleveland Plain Dealer of November 14, 1953, together with a few 
short tables w hich I will discuss in connection with my testimony. 
Mr. ANDRESEN. Without objection the tables and editorials will 
appear as part of your statement. 
(The documents referred to are as follows: 


Ame} ndependence is not dead, as attested by the Nation’s dairymen’s 
d ation to cut loose from Government purse strings and work out their 
Ow ivation 

It is stirring news that 1.000 delegates to the National Milk Producers Federa- 
tion meeting at Houston. Te: iupproved unanimously a resolution authorizing 


the federation’s officers to draft a law which would provide for a direct deduction 
from every dairyman’s milk check to pay the cost of a price stabilization program. 

It is the intention of the organization to have the bill introduced in the next 
of Congress, and it is hoped that it will become effective in 1955. 


The bill would call for the naming of a 15-man administrative committee by 
President Eisenhower from a list of 45 candidates elected from the ranks of 


sessk( 


active dairy farmers [his group would be empowered to borrow funds from 
the Commodity Credit Corporation. to launch the price stabilization pool. These 
funds would carry interest at current commercial rates and would be replaceable 
from money received by deductions from farmers’ milk checks 

¥ Once the plan is in operatio : ling to its designers, there will be no need 
for additional financing f ublie Treasury Nor would the public be 
requil 1 to suppo ( ry lu yf the industry 

~ The dairymen have led tl Wa ck to self-help, and self-esteem. Other 
similarly minded agriculturists may be expected to follov This kick-in-the- 
pants to paralyzing soci: n is precisely what this country has needed for a 

{Fr H s Dai an, | ), 1953 
Q -H | ‘ D RVES ( ro Work 







\ ] i ip pl L ort Natio | Milk Producers Federation 

and approved | e federation in Houston, Tex., November 12. 

f md farmers, the federation is the recognized, 

} I Wa { f ft lairy f ! Its action, therefore, is 
rti ' fic t: I course of battle in the Halls of Congress 











by ress a tuthorize the organization and activities of a Federal 
embers or their repre- 














2. The Board, prior t ry April 1, shall determine the price at which milk 
and cream will be l rted durit he « ling dairv marketing vear 

3 WI verage market 7 fall below the ipport level, the Board will 
purchase the lu nd pose of it whatever it will bring in foreign or 
do { vi and usual channels of domestic 












1. To ce the init plus purchases, an interest-bearing loan of $500 
million authorized from t Commodity Credit Corporation. The actual cost 
of the stabilization progr owever, Is borne by all milk producers, who would 
| 1 predetermined it f to offset the anticipated losses incurred 

I rp! ! I rt price level Dairy plants would 





be required t tl forward it t he Board through the Internal 








ports add to a surplu ederal Government must take an equal 
ff tl ard it it outside the ordinary 
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7. A surplus resulting from milk produced on ‘“‘diverted acres’? must also be 
purchased by the Federal Government and disposed of as above. ‘‘Diverted 
acres” are acres which cannot be planted to price-supported crops under allotment 
or acreage control. 

How would the proposal work in 1954? (Actually, it cannot go into effect 
until 1955.) 

First, here are the average prices per hundredweight for milk at various parity 


levels: 
90 percent__-- ETL : $3. 92 | 80 percent__ $3. 48 
85 percent ; 2h 3. 70 | 75 percent__ ’ ‘ ae 3. 26 


Now, let’s see how the self-help program would function at 90 percent of parity. 
First, we expect that there will be a 3-billion pound surplus next year. There is 
no domestic market for it if it goes into domestic channels at the 90-percent 
parity price level. The Board must dispose of it and may take, for example, a 
25, 50, 75, and possibly a 100 percent loss on the 3 billion pounds. Here are the 
estimated fees the dairy farmer will pay and the net price returned to him: 





Fee per 

bundred- Net return 

weigiit 
25 percent loss t ile ss bowed $0. 0343 $3. 885 
50 percent loss a la ne . 0707 3. 849 
75 percent loss a EIS | . 1060 3, 814 
100 percent loss erie Sh 7d. ten . 1413 3.779 

| 


There is the picture as the federation sees it. Frankly, it looks good. Dairy 
farmers can run their own show and come out in good sh ype in every case better 
than rigid Government props at 85 percent If the loss on the surplus disposal 
is 25 percent, then the net price to the farmer is only 3.5 cents below rigid 90 percent 
Government props. 


If we were to stop here, everything would be rosv Tou a big problem is 
that of ‘‘diverted acres.’”’ There mav be 30 million of them next veat How will 
we measure what portion of the surplus is from ‘‘diverted acres’’ and, therefore, a 
charge against other support programs? It appears to be a knotty yardstick and 
administrative problem. 

The federation’s self-help proposal is not new Its principles and objectives 
have been known for years. The present program provides additional refinement 


and safeguards. 


Although we have been skeptical in the past regarding the feasibility of such 
a program, we are willing to endorse the improved, protected proposal, and urge 
its adoptior It is the best proposal advanced thus far and merits an opportunity 
to work. If it does work, and we think it can, then the combination of sales pro- 
motion through the American Dairy Association and surplus disposal through 
the National Milk Producers Federation program gives us every prospect of 


realizing the maximum possible price for our product without surrendering com- 
| I 
pletely to Federal control of every dairy farm in the country. 


[By National Milk Producers Federation, Washington, D. C., October 26, 1953] 
A PrRopUCER-FINANCED PRICE STABILIZATION PROGRAM FOR DartRy FARMERS 
SUMMARY OF A PROPOSED BILL 


Section 1: The official name of the act would be the Dairy Stabilization Act of 
1954. 
DECLARATION OF POLICY 
Section 2: The purposes of the act as declared by Congress would be: 
a) To provide an adequate, balanced, and orderly flow of milk and dairy 
products in interstate and foreign commerce; 
b) To promote the effective merchandising of milk and dairy products; 
(c) To protect the security and welfare of the Nation by maintaining 
adequate domestic production and dependable, balanced supplies of essential 
foods: 
(d) To stabilize prices of milk and dairy products at levels which would 
provide fair returns to dairy farmers; 
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(e) To provide for the financing of the program through a stabilization fee 
to be collected from dairy farmers; 

(f) To protect consumers by maintaining a stabilized, adequate supply of 
milk and dairy products at fair prices. 





LEGISLATIVE FINDING 


Section 3: Milk and dairy products are an important source of the Nation’s 
total supply of food. The production and marketing of milk and its products 
affects the welfare of the Nation and is attended with substantial and far-reaching 
consequences to interstate and foreign commerce. In the absence of a stabiliza- 
tion program, recurring surpluses and shortages alternately result in financial 
instability of farmers and unnecessarily high prices to consumers for essential 
foods. 

GENERAL DEFINITIONS 


Section 4: The stabilization program would apply to the several States, the 
District of Columbia, Hawaii, and Alaska. 

It would apply to milk and butterfat and their products, including the various 
grades and classifications. 

It would be based on a marketing year beginning April 1 of each year. 

The surplus dairy products owned by Commodity Credit Corporation when 
the stabilization program went into effect would be segregated in the hands of 
that Corporation. The same rule would apply to surplus products subsequently 
removed from the market and consigned to Commodity Credit Corporation to 
offset imports or to compensate for increased milk production resulting from the 
diversion of controlled acres. These stocks would be disposed of as surplus 
outside the ordinary channels of domestic trade (sec. 35). 

In estimating supply and demand for any marketing year, surplus stocks held 
by Commodity Credit Corporation would be excluded, but those held by the 
Federal Dairy Stabilization Board would be included. Thus the Board would 
assume responsibility for all surplus production resulting from the operation of 
its own program; but it would not be responsible for surpluses accumulated under 
prior programs nor for those resulting from Government policies with respect to 
imports and controlled production of other commodities. 


DAIRY STABILIZATION BOARD 


Section 5: The proposed stabilization program would be administered by a 


Federal Dairy Stabilization Board. It would consist of 15 members appointed 
by the President from nominees selected by milk producers. To be eligible to 


serve on the Board, or to vote for nominees, a milk producer would have to be 
engaged at least 10 months a year in the selling of milk or butterfat on a com- 
mercial basis. The Board would be composed of milk producers and officers and 
full-time employees of farmers cooperative associations. The Secretary of 
Agriculture would be represented on the Board through an ex-officio member. 

Section 6: The Secretary of Agriculture would set up 15 Federal dairy districts 
giving consideration to complete geographical representation and the importance 
of dairying in each district. 

Section 7: Each district would have one member on the Board. Three candi- 
dates would be nominated by the milk producers in the district. The President 
would then select 1 of the 3 for appointment to the Board. The Secretary would 
conduct all elections for the selection of nominees. In making appointments to 
the Board, consideration would be given to securing an equitable representation 
of the various forms in which milk and its products are sold. 

Section 8: Board members would serve for 6-year terms, so staggered that 5 
members would be elected every 2 years. Board members would receive a per 
diem of $50, but not to exceed a total of $2,500 in any one year, plus expenses. 

Section 9: The Board would meet quarterly and at other times upon call of 
the chairman. 

Section 10: The Chairman of the Board would be selected by the Board and 
would serve for a term of 2 years. 

Sections 11, 12, 14, 16, 18-25: The general powers and liabilities of the Board 
would be similar to those of the Commodity Credit Corporation. 

Section 13: The Board could select an executive committee of five from among 
its members. The Board oculd provide a per diem for members of the executive 
committee in addition to their compensation as members of the Board. 
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Sections 15, 34: The Board would be authorized to acquire, handle, and dispose 
of milk and dairy products. It could conduct its operations through its own staff 
or through corporations, stabilization corporations, brokers, agents, or established 
trade facilities. It would be directed to give due consideration to disrupting, as 
little as possible, the usual and customary channels of trade. 

Section 17: The Board would be authorized to borrow up to $500 million from 
the Commodity Credit Corporation. It could also borrow from private credit 
sources and pledge its assets as security. Aside from the power to borrow from 
the Commodity Credit Corporation, the Board would have no authority to obli- 
gate the United States. The Board would pay interest on all money borrowed 
from the Commodity Credit Corporation at rates equal to the cost of money to the 
Government. 

Section 26: The Board would submit annual reports of its business to the 
Secretary of Agriculture and to Congress. 


PRICE STABILIZATION 


Section 27: The Board would be authorized and directed to stabilize prices of 
milk and butterfat to producers. 

Section 28: The level at which prices would be stabilized would be determined 
annually by the Board and announced as far in advance of the beginning of the 
marketing year as would be practicable. The stabilization level so announced 
would not thereafter be varied before the close of the marketing year except in 
emergency cases. In setting price stabilization levels, the Board would give con- 
sideration to the objectives of the act and to general economic conditions affecting 
market supply and demand for milk and dairy products. 

Section 29: Appropriate differentials could be provided for quality, location, 
season, and other factors. 

Section 30: Prices would be stabilized through the operation of a surplus hold- 
ing pool. Surplus dairy products would be bought by the Board and removed 
from the ordinary and usual channels of domestic consumption. The Board 
would be required to purchase butter, cheddar cheese, and nonfat dry milk solids 
at prices which would return to producers on a general average basis the prevailing 
stabilization levels for milk and butterfat. Other dairy products could be pur- 
chased by the Board. 

Section 31: Surplus dairy products would not be sold for use in the ordinary and 
usual channels of domestic consumption at less than the current stabilization 
prices. Sales or gifts for other purposes, such as export or relief, would not be 
restricted by the act. 

Section 32: The Government would give consideration in its relief programs to 
obtaining dairy products from the surplus holding pool. eek 4 

Section 33: The Board would be authorized to promote and develop new and 
expanded outlets for milk and dairy products and to conduct, finance, and co- 
operate in programs of advertising, research, and other marketing activities. 

Sections 34, 35: (Described in sees. 4, 15). 

Section 36: To the extent that imports contributed to the amount of surplus 
dairy products which the Board was required to remove from the market in order 
to stabilize prices, the Board would be entitled to turn over to tne Commodity 
Credit Corporation an amount of the domestic surplus equivalent to the amount 
oi such imports. Losses sustained by the Board as a result of such imports would 
be repaid by the Commodity Credit Corporation. 

Section 37: In the same manner, increased purchases made by the Board as a 
result of increased milk production due to diversion from controlled acres or con- 
trolled commodities would be turned over to the Commodity Credit Corporation 
for disposal as surplus. Losses connected with such transactions would be paid 
by Commodity Credit Corporation and charged against the support programs of 
the commodities from which the diversion occurred. 


STABILIZATION FEE 


Section 38: The cost of operating the stabilization program would be charged 
against producers of milk and butterfat for market. Stabilization fees would be 
determined by the Board annually in accordance with the estimated requirements 
of the program for the ensuing marketing year. Purcbasers of milk, butterfat, 
or dairy products from producers would withhold from the purchase price any 
amount equal to the stabilization fee and remit the same to the Internal Revenue 
Service. 


41250—54——-2 
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Section 39: Stabilization fees on sales to consumers for other than commercial 
ises would be pal i directly by pro lucers 

Sections 40, 43: The Internal Revenue Service would collect the fees and 
deposit them to the account ot the Board. 
i nports of dairy products would be subject to stabilization fees at 
the same rates as those collected from domestic producers. 


f 


MISCELLANEOUS 


Section 45: The latest available statistics of the Federal Government would 
be used by the Board in making its findings and determinations. 

Section 46: The Department of Agriculture would provide the Board with a 
central office. 

Sectior 17 A; exemption woul d be provide d from some ol the laws regulating 


Government contracts and the pers ations of Government agencies. 
Sections 48, 51-53: (Separabilitv, repeal, ete. 
Section 49: The Board would pay nondise riminatory real estate taxes but 


would otherwise be exempt from tax. 
Section 50: Members and employees of the Board would not be permitted to 
speculate in dairy products or to divulge confidential information of the Board. 
Section 54: The stabilization operations of the Board would begin April 1, 1955. 





[Preliminary Draft, December 7, 1953, National Milk Producers Federation, Washington, D. C.] 
A Propvucer-FINANCED PricE STaBILIZATION PROGRAM FOR Darry FARMERS 


A BILL To provide an adequate, balanced, and orderly flow of milk and dairy products in interstate and 
foreign commerce; to stabilize prices of milk and dairy products; to impose a stabilization fee on the market- 
ing of milk and butterfat; and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 


America in ( ONgTess Asse mbled, 
Section 1, This Act may be cited as the ‘‘Dairy Stabilization Act of 1954.” 
LEGISLATIVE FINDING 


Sec. 2. Milk and dairy products are an important source of the Nation’s total 
supply of food for domestic consumption and for export. They are marketed on 
nationwide markets, and substantial quantities thereof, in raw or processed form, 
move in interstate and foreign commerce. Recurring seasonal and_ periodic 
surpluses and shortages, impaired purchasing power and financial instability of 
milk producers, unnecessarily high prices to consumers for essential foods, dis- 
orderly marketing practices, economic strife, congestion in storage, transporta- 
tion, processing, and other handling facilities adversely affect farm credit, dis- 
organize and disrupt the agricultural and general economy of the United States, 
impinge on the public welfare, impair, the national security, and burden interstate 
and foreign commerce. The production and marketing of milk and dairy prod- 
ucts is affected with a public interest, directly affects the welfare and security of 
the Nation, and is attended with substantial and far reaching consequences to 


interstate and foreign commerce. All marketing of milk and dairy products is 
either in the current of interstate or foreign commerce or directly affects such 
ecommerce, That part which enters directly into the current of interstate or 


foreign commerce cannot be effectively regulated without regulating also that 
part which is marketed within the State of production. The intrastate production 
and marketing of milk and dairy products is in competition with the production 
and marketing of milk and dairy products for interstate and foreign commerce. 


DECLARATION OF POLICY 


Sec. 3. It is hereby declared to be the policy of the Congress (a) to provide an 
adequate, bal: inced, and orderly flow of milk and dairy products in interstate and 
foreign commerce; (b) to promote the effective merc handising of milk and dairy 
products in interstate and foreign commerce; (c) to protect the security and wel- 
fare of the Nation by maintaining adequate domestic production of milk and 
dairy products and by keeping the national agricultural resources permanently 
productive and reasonably adjusted to current demand; (d) to stabilize the prices 
of milk and dairy products at levels which will assure adequate supplies of milk 
and dairy products and provide a fair return to the producers of milk and butterfat 
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commensurate with the cost of produc tion, taking into consideration the invest- 
ment and risk involved and the labor of the producer and his family; (e) to protect 
the interest of consumers by maintaining a stabilized, continuous, and adequate 
supply of milk and dairy products at fair prices and by authorizing no action 
which has for its purpose the establishment or maintenance of prices to producers 
at levels above those specified in subsection (d); and (f) to provide a self-financing 
system of price stabilization for milk and dairy products based on a stabilization 
fee to be paid by those marketing milk or butterfat in interstate or foreign com- 
merce, or so as to affect such commerce. 


GENERAL DEFINITIONS 


Sec. 4. For the purposes of this Act 

(a) The terms ‘interstate commerce” and “foreign commerce”’ include the 
movement of milk and dairy products in commerce between any State or the 
District of Columbia and any place outside thereof, or within the District of 
Columbia or any Territory or possession which is included within the opera- 
tion of this Act by the action of the Board. 

(b) The term “‘affect interstate or foreign commerce” means, among other 
things, to burden, obstruct, impede, or otherwise affect interstate or foreign 
commerce, the free and orderly flow thereof, or the production, storing, 
processing, marketing, or transportation of milk and dairy products for or 
in such commerce or after transportation therein. 

(c) The term ‘‘United States’? means the several States, the District of 
Columbia, Hawaii, Alaska, and any other Territory or possession of the 
United States which the Board determines should be included in the opera- 
tion of this Act. The term ‘States’ includes any State, the District of 
Columbia, Hawaii, Alaska, and any Territory or possession which the Board 
includes within the term United States. The provisions of this Act shall 
apply to the United States as herein defined, except that the powers and 
authority of the Board may be exercised in other areas and in foreign countries 
in connection with the disposal of milk, butterfat, or dairy products. 

(d) The term “Secretary’’ means the Secretary of Agriculture, ‘‘Depart- 
ment’? means the Department of Agriculture, and ‘“‘Board’’ means the Federal 
Dairy Stabilization Board. 

(e) The term *‘person”’ means an individual, partnership, firm, joint-stock 
company, corporation, association, trust, estate, or any other business entity. 

(f) The terms ‘milk,’ ‘“‘butterfat,’’ and ‘‘dairy products’? mean milk, 
butterfat, and the products of milk and butterfat, respectively, including 
any Classification, type, or grade thereof, together with such combinations 
and byproducts thereof and such products manufactured wholly or in part of 
both or either as may be designated by the Board. 

(zg) The term ‘marketing year’? means the twelve-month period beginning 
April 1 of each year 

(h) ‘Estimated supply” for any marketing year shall be: (1) The estimated 
carryover at the beginning of such marketing year; plus (2) estimated pro- 
duction for market in the United States during such marketing year; plus 
(3) estimated imports into the United States during such marketing year, 
except estimated imports to be acquired by or charged to the Commodity 
Credit Corporation as surplus. Estimates for marketing years may be based 
on statistics or estimates for calendar years, or, in the discretion of the Board, 
calendar year estimates may be used in place of marketing year estimates. 

(i) ‘Carryover’ shall not include any surplus milk or dairy products owned 
or controlled by the Commodity Credit Corporation or in the process of being 
acquired by it or which the Commodity Credit Corporation is obligated under 
this Act to acquire before the beginning of the marketing year for which 
“carryover”’ is to be estimated. 

(j) ““Estimated demand” for any marketing year shall be: (1) The esti- 
mated domestic consumption during such marketing year; plus (2) estimated 
exports during such marketing year; plus (3) an allowance for carryover. 
In determining estimated demand, estimated disposals of surplus milk or 
dairy products by Commodity Credit Corporation or by the Board outside 
of the ordinary channels of domestic or foreign trade shall be exeluded. 

(k) The “allowance for carryover’’ shall be determined by the Board. 
In making this determination consideration shall be given to the need for 
maintaining an adequate, dependable, and continuous supply of milk and 
dairy products. The Board shall take into consideration any abnormal 
conditions present or likely to prevail, contingencies related to national 
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security and world supplies, and trends in the production, marketing, or 
utilization of milk and dairy products. 

(1) ‘Milk producer” means any person engaged in the production of milk 
or butterfat for market. A milk producer to be eligible to serve as a member 
of the Board or to vote for nominees for appointment to the Board must be 
engaged at least ten months a year in the selling of milk or butterfat on a 
commercial basis. 

m) ‘Commodity Credit Corporation” shall include the Commodity 
Credit Corporation as now or hereafter constituted and any successor or 
other governmental agency authorized to perform similar services. 


FEDERAL DAIRY STABILIZATION BOARD 


? Sec. 5. There is created within the Department of Agriculture as an agency 
and instrumentality of the United States a Federal Dairy Stabilization Board 
consisting of 15 members to be appointed by the President from nominees selected 
by milk producers. Only persons who are milk producers, or who are oflicers or 
full-time employees of such dairy cooperative associations or marketing agencies 
or dairy cooperative associations as meet the requirements of the Capper-Volstead 
Act (7 U.S. C. see. 291-292), shall be appointed to or eligible to serve on the 
Board. 

Sec. 6. In order to secure appropriate regional representation on the Board, 
the United States shall be divided into 15 Federal dairy districts to be designated 
by the Secretary. In designating such districts, the Secretary shall give con- 
sideration to: (1) Complete geographical representation of the United States, and 
(2) the importance of dairying in each district. 

Sec. 7. Each Federal dairy district shall be entitled to one place on the Board. 
The milk producers in each district shall by ballot select three nominees for the 
place on the Board assigned to their respective district. Each milk producer shall 
be entitled to submit one name for the place on the Board to be filled by a nominee 
from his district. The three candidates receiving the highest number of votes for 
each respective place on the Board shall be the nominees for appointment to such 
place. The Secretary shall conduct all elections for the selection of nominees for 
appointment to the Board, prescribe such rules and regulations as he may consider 
necessary in the administration of the duties assigned to him under this Act, 
determine all questions involving the qualifications of nominees, members of the 
Board, or milk producers, resolve all tie votes for nominees, and certify all nom- 
inees to the President. The decision of the Secretary in all such matters shall be 
final. From the three nominees so selected for each place on the Board, the 
President shall appoint one to membership on the Board. In making appoint- 
ments to the Board, the President shall give due consideration to securing an 
equitable representation of the various forms in which milk and its products are 
sold. 

Sec. 8. The first appointments to the Board shall be equally divided between 
two, four, and six year terms, respectively, as designated by the President, and 
thereafter each member shall be appointed for a term of six years. Terms of 
Board members shall be based on calendar years and shall expire on the 3lst day 
of December of the last calendar year of the appointment. Each member shall 
hold office for the term of his appointment and until his successor shall have been 
appointed and shall have taken office. Board members may be removed for 
cause or ineligibility by the President. Vacancies on the Board may be filled 
for the unexpired term by appointment by the President from the remaining 
nominees from which the original appointment was made or, in the discretion of 
the President, in the manner herein prescribed for the appointment of members 
for a regular term. Vacancies on the Board shall not impair the right of the 
remaining members to exercise all the powers of the Board. Members of the 
Board, other than the Secretary or the Secretary’s representative, shall receive a 
per diem of $50 for each day’s attendance at meetings of the Board and while 
traveling to and from said meetings, but not to exceed a total of $2,500 in any 
one year, together with actual, necessary travel, subsistence, and other expenses 
incurred in the discharge of their official duties without regard to other laws with 
respect to allowances which may be made on account of travel and subsistence 
expenses of officers and employed personnel of the United States. The Secretary, 
or an official of the Department designated by him, shall be an ex officio member 
of the Board. He shall meet and confer with the Board but shall not be entitled 
to vote. 

Sec. 9. The Board shall meet quarterly on the first Mondays of January, 
April, July, and October of each year and at other times upon call of the chairman, 
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In addition, special meetings of the Board may be called at any time by a majority 
of the members of the Board. a 

Sec. 10. The Chairman of the Board shall be selected by the Board. He 
shall hold office for a term of two calendar years and until his successor shall have 
been selected and shall have taken office. A majority of the members of the 
Board in office shall constitute a quorum, and action may be taken by a majority 
vote of those present at sny regular or special meeting at which a quorum is 
present. The findings and determinations of the Board made under the authority 
of this Act shall be final and conclusive. 

Sec. 11. The Board may adopt, alter, and use an official seal which shall be 
judicially noticed. It may adopt rules and regulations governing the manner 
in which its business may be conducted and its powers may be exercised 

Src. 12. The Board mav sue and be sued in the same manne 
courts, and to the same extent that the Commodity Credit Corporation may sue 
and be sued; and the laws, rules, and decisions applicable to suits by or against 
that corporation shall be applicable to suits by or against the Board. The Board 
shall be entitled to the use of the United States mails in the same manner and 
upon the same conditions as the Commodity Credit Corporatio 

Sec. 13. The Board may select an executive committee of five from among 
its members and delegate to it any power or authority of the Board, except the 
power to set price stabilization levels or the amount of the equalization fees 
herein provided for. Members of the executive committee shall be paid their 
actual and necessary travel, subsistence, and other expenses ineurred in the 
discharge of their officiai duties, without regard to other laws with respect to 


in the same 





allowances which may be made on account of travel and subsistence expenses of 
officers and employed personnel of the United States and, in addition to their 
compensation as members of the Board, may be paid a per diem in such amounts 


and for such days as the Board may prescribe. 

Sec. 14. The Board may enter into and carry out such contracts or agreements 
as are necessary or desirable in the conduct of its business. State and local laws 
or rules shall not be anvlicable with respect to contract or agreement of the 

3oard, or the parties thereto, to the extent that such contracts or agreements 
provide that such laws or rules shall not be applicable, or to the extent that such 
laws or rules are inconsistent with such contracts or agreements. 

SK Ld. The Board may, either directly or through such eorpor: tions, sta- 
agents, or persons as 1t May designate, ac juire, 


bilization corporations, brokers 


r ] 


hold, store, warehouse, manufacture, process, service, package, advertise, sell and 
transport, or otherwise acquire, handle, or dispose of, milk and dairy products 
in raw or processed form, or in the form of warehouse receipts, or contracts to buy 
or sell, and may contract for plants, facilities, and services needed to accomplish 
such purposes, 

Sec. 16. The Board shall have the power to acquire, hold, improve, repair, 
modify, encumber, lease, use, and dispose of real or personal property, or any 
right or interest therein, which may be necessary or appropriate to the conduct of 
its busines 


Sec. 17. The Board may borrow money and pledge as security any assets 








which it may have, including dairy products. It shall be entitled to borrow from 
the Commodity Credit ¢ orporation, and the Commodity Credit ¢ orp ration is 
authorized and directed to loan to it, without security, such amounts as the 
Board may deem necessary to carry out effectively the purposes of this Act: 
Provided, however, That the total amount of all money borrowed from the Com- 


modity Credit Corporation and outstanding at any one time shall not exceed in 


the aggregate the sum of $500,000,000. The Board may borrow money from any 
other source of credit available to it upon the security of the dairy pro 
1 loar 


acquired by it or on the security of other assets or by unsecured loans. Other 








than the authority to borrow from the Commodity Credit Corporati the Board 
shall have no authority to obligate the United States, and none of its hor 

or other obligations shall be guaranteed by or collectible from the United State 
Judgments and other claims against the Board shall be enforced onlv again 
the assets of the Board in the same manner as if it were a corporation, and né 
liability for the debts or actions of the Board shall exist against either the United 
States or any member, officer, emplo ee, Or agent ¢ f e Board in his individual 
capacity. 

Sec. 18. The Board shall determine the character of and the necessit r it 
obligations and expenditures and the manner i ! hall be \ 1, 
allowed, and paid. It may make final and conclu sett ent and : tment 
of any claims by or against the Board or of the accounts of its officer 





age! and contractor 
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is Boar ind advances of its funds as are 
sary il ( ndu 
Sec. 26. The Board shi i 1 r powers as may be necessary or appro- 
priate for t! reise i it and the eff ive pe rformance of 
ed p | 
2 The Boar i ) Cor odity Credit Corporation 
ed to Corpora a ra a 1a ‘be determined DY the 
Secretal ly ' re ( f money to the Government, tak- 
leration e tern rw 1 such amounts are loaned to the Board. 
5 22. ‘The Board is auth n it isiness all funds or other assets 
( nd b« ed f 

Ss 23. The Board may appoi ch committees, officers, and employees as 
it 1 leem necessary for the ( its business, fix the amount of and pay 
com] ation, defi their authority and duties, and delegate to them, or to 
: porations, s at I brok« agents, or persons with 
whor nay contract, suc f t yowers vested in the Board as it may deter- 
n except the power to a price stabilization levels or the amount of 
the equalization fees herein provided All such committees, officers, and em- 
ploye neluding the executive committee, shall be subject to the general super- 
vision and control of the Boat lt may require and pay for bonds for employees, 
officers, or contractors. None of the officers, members, or employees of the Board 
all be subject to the civil-service laws or the Classification Act. Subsequent 
amend f such laws or Act shall iffect this exemption unless such amend- 

mie s shall p cifically so pre 
Sic. 24. The Board may, with the consent of the agency concerned, accept and 


utilize, on a compensated or uncompensated basis, the officers, employees, serv- 
ices, facilities, and informatio1 any agency of the Federal Government or of 
any state or of the District of Columbia or any political subdivision of any of the 
foregoing. 

Src. 25. The Board may, in the conduct of its business, utilize on a contract or 
fee basis any corporation, stabilization corporation, association, agency, person, 
commodity exchange, broker, or trade facility. 

Sec. 26. The fone! shall at all times maintain complete and accurate minutes 
and books of account. It shall file annually with the Secretary a complete report 
of the business of the Board, a copy of which shall be submitted to Congress. 


PRICE SUPPORT 


Srec. 27. The Board is authorized and directed to stabilize prices of milk and 
butterfat to producers. Except as otherwise provided in this Act, the amounts, 
terms, types, and conditions of the stabilization operations of the Board, and the 
extent to which suc h operations are carried out, shall be determined by the Board. 

Src. 28. Stabilized prices to pro sa rs for milk and butterfat shall be provided 
by the Board at levels to be established and announced annually by the Board. 
In determining stabilization han ‘I vels and the amount of the stabilization fees 
for any marketing year, the Board shall take into consideration (1) the declared 
policy of this Act, (2) the estimated supply of milk and dairy products for such 
marketing year, (3) the estimated demand for milk and dairy products for such 
marketing vear, (4) the price support level for feed crops which affect the cost of 
milk production, 5) the estimated costs of produci ing, processing, and marketing 
milk and dairy products, (6) estimated returns to farmers from alternative crops 
and commodities, and (7) other economic conditions which affect the market 
supply and demand — milk and dairy products. In making such determinations, 
the Board may hold s 1 publie hearings with notice and utilize such studies as it 
considers necessary to ¢ of tua te the purposes of this Act. The stabilization level 
shall be established as of the beginning of the marketing year and shall be on an 
annual basis. It shall dh announced as far in advance of the marketing year as is 
practicable. a stabilization level so announced by the Board shall not there- 
after be varied before the close of the marketing year for which it is applicable; 
except that in emergency cases, after a public hearing of which reasonable notice 
has been given, the Board may redetermine the stabilization levels if it finds that 











hy 
- 2 
Mf ec 


conditions have materially changed since the announcement was made. A 
reasonable time, taking into consideration the character of the emergency, shall 
be allowed by the Board before any redetermined stabilization level is made effec- 
tive. The Board’s finding and the record of the hearing shall be available to the 


public 
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Sec. 29. Appropriate adjustments and variations may be made by the Board 
in the stabilization prices for differences in grade, type, quality, location, season, 
and other factors 

Sec. 30. In order to stabilize prices for milk anc 
maintain a 


} dairy products, the Board is 


authori ed and directed to establish an lin DD ol, Lhe 
Board shall remove from the ordinary and usual char nsump 
tion dairy products which cannot be absorbed in such channels at the prevailing 
stabilization price levels by standing ready and willing at all times to purchase 
domestically produced butter, cheddar cheese, and nonfat d | 

gether with such milk and butterfat and such other dairy products or byproducts 
as the Board may by order designate. Such purchases shall be at price levels 


which the Board determines will return to pr ducers on a general average basis 





ry wllkK solldas, to- 


the prevailing stabilization levels for milk and butterfat \ppropriate adjust- 
ments and differentials may be made between termina! markets, and between such 
terminal markets and country locations. ‘The Board shall give due consideration 
to historical and established ee in determining such adjustments and 
differentials Purchases may be made either in terminal markets or at country 
locations, or both, with appropriate calinaies ents and differentials as above pro- 
vided. The Board may prescribe the terms and conditions under which it will 
make such purchases. ‘The specific purchases to be made and the types and 
grades to be purchased shall be in the discretion of the Board. The Board may 
take physical possession of any milk or dairy products acquired by it or operate 
through the use of warehouse receipts, or contracts, in its discretion. It may 


operate on the commodity exchanges to whatever extent it deems appropriate. 
It may make its purchases and sales and perform its other functions through its 
own staff or through such committees, corporations, stabilization corporations, 
agents, brokers, or persons as it may designate. 

Sec. 31. The Board may sell any milk or any dairy product owned or controlled 
by it at any price not prohibited by this section. In determining sales policies 
for any milk or dairy product intended for use in the ordinary and usual channels 
of domestic consumption, the Board shall give consideration to the establishing 
of such policies with respect to prices, terms, and conditions as it determines 
will not discourage or deter manufacturers, processors, and dealers from acquiring 
and carrying normal inventories of such commodities. The Board shall not sell 
any milk or any dairy product for use in the ordinary and usual channels of 
domestic consumption at less than the current stabilization price sheretor. The 
foregoing restriction shall not apply to: (a) sales to prevent deterioration or 
spoilage; (b) sales for the purpose of establishing claims against any person for 
wrongful act qr violation of contract; (c) sales for export; (d) sales for use in 
connection with special promotional programs to increase consumption; (e) sales 
for secondary or by-product uses, and (f) such other sales as the Board finds and 
determines will not interfere with the purposes of this Act. The Board may in 
its discretion give away or sell at reduced prices any milk or any dairy product 
in its possession or under its control where the use to be made of it is not in the 
ordinary and usual channels of domestic consumption, including sales or gifts to 
the armed services, for schoo! lunches, to charitable institutions, to governmental 
agencies or institutions, to educational or research institutions, for domestic 
relief, for foreign relief, for export, and to such other agencies or for such other 
purposes as the Board determines will not interfere with the purposes of this Act. 

Sec. 32. The Federal Government and the various agencies and instrumen 
talities thereof, in connection with programs apoumured by the Government or 
supported in whole or in part by Government funds whic ‘h call for the distribu- 
tion of milk or dairy products, shall give due consideration to obtaining such 
products from the surplus holding pool. 

Sec. 33. The Board is authorized to promote and develop new and expanded 
outlets for milk and dairy products and to conduct, finance, and cooperate in 
programs of advertising, research, and other marketing activities 

Src. 34. The operations of the Board in connection with acquiring, holding, 
storing, manufacturing, processing, advertising. handling, selling, and disposing 
of milk and dairy products may be conducted through regular commercial chan- 
nels, and due consideration shall be given by the Board to dislocating or disrupting 

little as possible, consistent with the purposes of this Act, the usual and cus- 
tomary channels of trade. Nothing herein contained shall prevent the Board 
from conducting such operations itself or through a corporation, stabilization 
corporation, broker. agency, or person. 

Sec. 35. After the effective date of this Act, surplus milk or dairy products 
shall not be sold or otherwise disposed of in the ordinary and usual channels of 
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domestic trade by the Commodity Credit Corporation or any other Federal 
Agency without the express consent of the Board. The purpose of this provision 
is to segregate the surplus milk and dairy products held by the Commodity Credit 
Corporation on the effective date of this Act or subsequently acquired by it under 
this Act. 

Sec. 36. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which milk or dairy products are imported into the 
United States, Hawaii, or Alaska from any foreign country, the Board shall be 
entitled to turn over to the Commodity Credit Corporation for disposal as surplus 
in accordance with the provisions of this Act an amount of such surplus dairy 
products which shall not exceed the equivalent of the total amount of such im- 
ports, as determined by the Board, or, with the consent of the Commodity Credit 
Corporation, the Board may dispose of such surplus dairy products for the account 
of the Commodity Credit Corporation. All loss sustained by the Board in remov- 
ing from the domestic market surplus milk and dairy products in an amount 
equivalent to such imports shall be repaid to the Board by Commodity Credit 
Corporation. The Board may exclude from the operation of this section any dairy 
products which it determines are not competitive with domestically produced 
milk, butterfat, or dairy product 

Sec. 37. In any marketing year in which surplus milk or dairy products are 
acquired by the Board and in which the total domestic production of milk or 
butterfat is increased due to diversion from the production of any other crop or 
commodity, including livestock, the production of which is controlled or regulated 
under any Federal agricultural program, the Board shall be entitled to turn over 
to the Commodity Credit Corporation for disposal as surplus in accordance with 
the provisions of this Act an amount of such surplus dairy products which shall 
not exceed the equivalent of the total arnount of such increased milk production, 
as determined DV the Secretary, or, with the consent of the Commo lity Credit 
Corporation, the Board may dispose of such surplus for the account of the Com- 
modity Credit Corporation. All loss sustained by the Board in removing from 
the market surplus milk and dairy products in an amount equivalent to the 
volume of such increased production due to diversion shall be repaid to the Board 
by Commodity Credit Corporation. Such losses shall be charged by Commodity 
Credit Corporation to the price support programs of the crops from which such 
diversion occurred. 











STABILIZATION FEE 





Sec. 38. The cost of operating the stabilization program and of regulating the 
marketing of milk and dairy products in interstate and foreign commerce, or so 


1 for, shall be paid by milk producers 
and importers marketing milk, butterfat, or dairy products in such commerce 
or so as to affect such commerce in proportion to the milk, butterfat, and dairy 
products marketed by them. Stabilization fees in amounts sufficient to cover 
such costs, as determined by the Board in accordance with the estimated require- 
ments of the program for each marketing year, are hereby assessed against and 
hall be collected from each producer who sells milk, butterfat, or dairy products. 
The stabilization fees shall be announced by the Board as far in advance of the 
beginning of the marketing year as is practical. The fees so announced shall not 
thereafter be varied before the close of the marketing year for which it is appli- 

sases, the Board may redetermine such stabiliza- 
tion fees in the same manner that stabilization levels may be redetermined in 
emergency cases. Every person purchasing milk, butterfat, or dairy products from 
a producer (except purchases by consumers for other than commercial uses), shall 
withhold from the purchase price an amount equal to the stabilization fee herein 
provided for and shall remit the same to the Commissioner of the Internal Revenue 
Service. For the purposes of this section, milk, butterfat, or dairy products 
lelivered bv a prod icer to & Coop rative association of producers shall be subject 
o the stabilization fees upon such delivery. Returns shall be filed and remit- 
by such purchasers in accordance with rules prescribed by 


as to affect such commerce, as herein provide 


Ss 





cable, except that in emergency c: 

















tances made month 





the Commissione! 

Sec. 39. Producers holding lic ses or permits issued by Federal, State, or 
local age es authorizing the sel] il butterfat, or dairy products directly 
to consumers shall file the returns and pay the stabilization fees on all sales made 

{ consumers for un « nercial uses 

S r Internal | : e shall collect the stabilization fees 

proy 1 for herein and shall prescribe such rules and regulations as may be 
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Src. 41. The collection of the stabilization fees herein provided shall be en- 
forced in the same manner that the collection of Federal excise taxes are enforced, 
and the remedies, penalties, and punishments provided by law or regulation for 
enforcement of Federal excise taxes shall be applicable to the enforcement of the 
stabilization fees. 

Sec. 42. There is appropriated for each fiscal year, beginning with the fiscal 
year ending June 30, 1955, an amount equal to the receipts collected under the 
provisions of this Act. Such sums shall be maintained in a separate fund and 
shall be used by the Board only to accomplish the purposes and policies of this 
Act and for the administrative expenses of the Board. The sums appropriated 
under this section shall, notwithstanding the provisions of any other law, con- 
tinue to remain available for the purposes of this Act until expended. All sums 
collected by the Internal Revenue Service under the provisions of this Act shall be 
credited as received to a special account set up for the use of the Board. Such 
funds, including any other funds of the Board, borrowed or otherwise, which may 
be in any such special account, shall be available for use by the Board in carrying 
out the purposes and policies of this Act and for the administrative expenses of 
the Board. The Board may expend such funds for such purposes, at such times, 
in such manner, and in such amounts, consistent with the provisions of this Act, 
as the Board finds will effectuate the purposes of this Act. 

Sec. 43. The Secretary of the Treasury is authorized and directed upon request 
of the Board to establish one or more special accounts for the use of the Board. 

Sec. 44. All imports of milk, butterfat, and dairy products shall be subject to 
the collection of stabilization fees at the same rates as those collected from domestic 
producers. The Secretary of the Treasury shail collect the stabilization fees on 


imports at the time of importation. All funds so collected shall be credited as 
received to the special account of the Board. Rules and regulations governing 


the collection and payment of such fees shall be prescribed by the Secretary of the 
Treasury. 
MISCELLANE OUS 


Sec. 45. The latest available statistics of the Federal Government shall be used 
in making the findings and determinations required to be made under this Act. 
Such statistics and such other information as may be necessary or appropriate 
to enable the Board to carry out effectively the purposes of this Act shall be made 
available to the Board. 

Sec. 46. Office space for the central office of the Board shall be provided by the 
Department of Agriculture. 

Sec. 47. The provisions of the Federal Property and Administrative Services 
Act of 1949 (Public Law 152, 81st Congress) ; section 3709 of the revised statutes 
(41 U. S. C. sec. 5), as amended; the Walsh-Healey Public Contracts Act (41 
U.S. C. sees. 35-45); section 3741 of the revised statutes (41 U. 8S. C. sec. 22); 
and sections 431 and 432 of title 18 of the United States Code (18 U.S. C. sees. 
431, 432) shall not be applicable to contracts, purchases, sales, or payments made 
under this Act. 

Sec. 48. If any provision or part of this Act is declared unconstitutional or 
the applicability thereof to any person, circumstance, commodity, or product is 
held invalid, the validity of the remainder of this Act and the applicability thereof 
to other persons, circumstances, commodities, or products, shall not be affected 
thereby. 

Sec. 49. All milk and dairy products held by or for the Federal Dairy Stabil- 
ization Board and all other assets of the Board, including borrowed money, shall 
be deemed property of the United States and shall be exempt from Federal, 
State, and local property taxes, except that real estate owned by the Board shall 
be subject to nondiscriminatory State and local real-estate taxes. The income, 
obligations, contracts, and transactions of the Board, including purchases and 
sales made by or for the Board, shall be exempt from all Federal, State, and 
local taxes, licenses, and fees. All activities, contracts, transactions and opera- 
tions of the Board, its members, officers, employees, and agents which are author- 
ized by this Act shall be exempt from Federal and State antitrust laws. 

Sec. 50. No member of the Board or any other person employed or acting in 
any official capacity in the administration of this Act shall speculate, directly or 
indirectly, in milk, butterfat, or dairy products, or in contracts relating thereto, 
nor shall any such person accept or receive any benefit or gain from any such 
speculation by others or own or have any beneficial interest in any stock or other 
membership interest in any organization engaged in any such speculation. Nor- 
mal business operations connected with the production, manufacturing, storing, 
and effective merchandising of milk and dairy products, whether hedged or not, 


41250—_54——_3 
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shall not be considered speculative within the meaning of this section. No mem- 
of the Board, or any other person directly or indirectly connected with the Board 
or its activities or who shall have access to the files or information of the Board, 
shall divulge any information concerning the Board or its activities which the 
Board shall have classified as confidential. Any person violating the provisions 
of this section shall upon conviction thereof be fined not more than $10,000 or 
imprisoned not more than one year, or both. 

Sec. 51. Except as otherwise provided in this Act, the general penal statutes 
relating to crimes and offenses against the United States, its property, contracts, 
employees, and operations shall apply with respect to the Board, its property, 
contracts, employees, and operations. 

Sec. 52. The price-support operations of the Secretary under title II of the 
Agricultural Act of 1949 with respect to milk, butterfat, and dairy products 
shall be suspended April 1, 1955, and shall continue to be suspended during the 
entire period that stabilization operations are carried on by the Board under the 
authority of this Act. 

Sec. 53. The stabilization operations of the Board and the collection of sta- 
bilization fees shall begin April 1, 1955. 

Mr. Waurz. The rest of my testimony will be entirely oral. The 
objective of this proposed legislation, among other things, is to main- 
tain adequate supplies of milk and milk products for the American 
domestic market. That is proposed to be done by establishing prices 
that will encourage sufficient production and maintain prices that will 
not be excessively high and which in the past have caused decreases 
in consumption, or in other words, one of the main objectives is to 
develop the orderly marketing of dairy products without the peaks and 
valleys of price fluctuations. 

It is proposed also that under this plan it will be possible to sub- 
stantially stimulate and increase consumption of all dairy products. 
It will establish a system of financing. I will refer later to most of 
these subjects that I have enumerated. I will attempt to give you a 
very brief and not a complete analysis of the bill. 

1 shall be glad to attempt to answer any questions that you may 
wish to raise. It is proposed that the United States be subdivided 
into 15 districts. The subdivision of the country into those districts 
would be made by the Secretary of Agriculture. In arriving at the 
subdivision he would take into consideration not only geographic 
representation but also the importance of milk in each district. 

We feel that such a segregation of the country into districts would 
give a complete and adequate representation on the board of 15 men 
from every segment of the American dairy producers, whether their 
product leaves the farm as farm-separated cream or whether it leaves 
as whole milk for manufacturing purposes, or whether it leaves for 
bottling purposes. 

Mr. ANDRESEN. May I ask you, as a preliminary question, what 
led your organization up to working on such a plan of so-called self- 
help? Is your organization represented on the basic study committee 
created by the President and the Department of Agriculture? 

Mr. Waurz. Not directly, I do not believe. You are speaking of 
the National Milk Producers Federation? 

Mr. ANDRESEN. Yes. 

Mr. Watrz. I do not believe they are directly represented on that 
commission. 

Mr. ANDRESEN. You are not a member of that group yourself? 

Mr. Watrtz. No, sir, I am not. 

Mr. AnprreseN. Do you have any of your officers or members of 
your organizations who are on that basic committee? 
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Mr. Watrz. Several members of our organization are on different 
committees. 

Mr. Cuaries W. Hotman. Mr. Chairman, it is my understanding 
that these appointments go to the individuals. It happens, as Mr. 
Waltz said, that quite a few of our leaders are members of these 
committees. 

Mr. ANDRESEN. Will you supply for the record the names and 
addresses of your members who are individually on that committee 
or commission created by the President or the Secretary? 

Mr. Cuarues W. Houtman. Yes, sir. 

(The information requested is as follows:) 

Milok K. Swanton, Madison, Wis, member, National Agricultural Advisory 
Commission; R. 8. Waltz, Seattle, Wash.; W. P. Davis, Boston, Mass.; G. A. 
Boger, Allentown, Pa.; Frank Stone, Minneapolis, Minn.; George W. Rupple, 
Shawano, Wis.; W. A, Perdue, Fond du Lac, Wis., members of Dairy Task l‘orce 
Committee. 

Mr. ANprRESEN. You are familiar with the statement made by the 
Secretary in March of last year where the support price of manufac- 
tured dairy products would be continued at 90 percent for a year and 
during that year he wanted the industry to come up with some program 
of self-help? 

Mr. Wattz. Yes, sir. I was on the original 13-man committee 
myself which met in February of this year with the Secretary, at 
which time we had a disc ussion of the question of what support level 
should be established for the 1953 54 crop year. L wi as present al the 
time that he made his request a we attempt to develop a program 
that could handle these surpluses over and above the need for the 
Government to continue indefinitely on a support basis. 

Mr. AnpreseN. As I understand it, then, this committee that you 
were a member of at that time recommended the continuance of the 
present support program of 90 percent for this year, terminating on 
April 1, 1954? 

Mr. Watrz. That is correct. 

Mr. ANpRESEN. During that interval of a year you were to come up 
with some program from the industry? 

Mr. Wautz. That was the request made by the Secretary at the 
time. 

Mr. ANpresen. And your contribution or that of your organization, 
and what you are presenting to us here, is an effort to establish a new 
program for the handling of dairy products in this country? 

Mr. Watrz. That is entirely correct. We have been attempting 
for a great many years to develop such a program. This year we have 
spent a great deal of time and the program that I will present to you is 
the result of that effort we have made since the February meeting with 
the Secretary. 

Mr. ANDRESEN. You have stated so far that you proposed to have 
created an organization with a board of 15 directors coming from 15 
districts in the United States, dividing the United States into 15 dairy 
districts. Is each district a separate unit with trade barriers between 
the districts, or will milk flow freely in commerce throughout the 
United States without having a barrier between the districts? 

Mr. Watrz. It is not proposed in this legislation that there shall 
be any restrictions of any kind established in relation to the movement 
of milk from one area to another. Neither does this legislation pro- 
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pose any changes in the present system of distribution. It is hoped, if 
Congress sees fit to pass this proposed legislation, that the effect on the 
regular commercial methods of handling milk as of today will be inter- 
fered with to the least extent possible. 

Mr. ANpRESEN. You may proceed with your explanation of the 
proposal. 

Mr. Watrz. After the country is subdivided by the Secretary of 
Agriculture under the restrictions that I mentioned, the 15 districts, 
there shall be an election in each of those districts at which all pro- 
ducers producing milk on a commercial basis shall be entitled to vote. 
There are some details in connection with it that are rather long, one 
of which is a definition of a commercial producer of milk. 

After a great deal of consideration we have felt that to be a com- 
mercial producer, a farmer should be selling milk on a commercial 
basis for at least 10 months out of the vear. 

Mr. ANDRESEN. By commercial basis do you come up with any 
plan saying the farmer must have so many cows? 

Mr. Waurz. No, sir. 

Mr. ANDrRESEN. A man can have one cow and sell milk to his 
neighbor and he will be then doing commercial business? 

Mr. Waurz. I doubt if he would qualify under the provisions that 
we have in the bill. On commercial selling we anticipate that his milk 
is moving into the usual flow of the channel of milk disposal either 
for manufacturing purposes or for bottling purposes. We are not 
attempting in any way to interfere with a man who has one cow and 
who may sell a few quarts of milk to his neighbor, and neither are we 
attempting in this bill to make any collection of the stabilization fee 
from the type of producer that vou have just mentioned. 

Mr. ANpRESEN. This type of proposal W take legislation by 
Congress? 

Mr. Waurz. Yes, sir. 

Mr. ANDRESEN. Congress can only legislate on interstate flow of 
milk, or any other commodity. 

Mr. Warrz. That is correct. 

Mr. ANpDRESEN. It is your theory, is it, that it will govern all 
commercial milk in the country, and I assume that is on the basis of 
what is sold within the State and does not pass into interstate com- 
merce? 

Mr. Waurz. Milk sold within a State affects the flow of milk in 
interstate commerce. That is the assumption that we have proceeded 
upon in the drafting of this proposed legislation. 

Mr. AnpresEN. If the members of the panel would like to ask 
any questions as we go along—unless you would prefer not to have 
questions—would you prefer to go through with your explanation 
first? 

Mr. Watrz. I am sure that some of the questions that might be 
asked will, as we proceed, be covered in the summary of the bill as 
I make it, and it makes no difference to me whether you ask them as 
we go along or wait. Possibly for brevity purposes it might be better 
to wait. However, it is immaterial. 

Mr. AnpresEN. If we think of any questions to ask you, we will 
interrupt you. 

Mr. Wa rz. An election would be conducted in each of these 
districts by the producers. The three nominees receiving the highest 
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number of votes in each district, would be certified to the President 
for appointment of one of them on this Stabilization Board. Their 
terms of oflice would be for 6 years. It would be on a staggered 
basis where there would be three new board members elected each 
year after the first year. 

In order to have this on a basis whereby it could not be considered 
as a plum of any kind, it is set up in the bill that the maximum com- 
pensation for each of these Board members would be $2,500 a year, 
paid on the basis of a per diem of $50 per day for time actually spent 
in meetings of the board, and plus expenses for travel. 

Mr. ANpkEsEN. Would that be a bipartisan Board? 

Mr. Watrz. There is no provision in it that in any way relates to 
either politics or any political party. 

Mr. ANDRESEN. Would the $2,500 that you paid to the members 
of the Board and directors and other expenses of the Stabilization 
Board come out of the United States Treasury? 

Mr. Watrz. No, sir. 

Mr. ANpRESEN. Or would they be paid how? 

Mr. Waurz. They would be paid by a stabilization fee assessed 
against all milk which I propose to cover in just a few moments. It 
would be a requirement that this Board meet at least four times per 
year or on call. Please keep in mind that the members of this Board 
are actual milk producers, or they are full-time paid employees of 
dairy cooperatives. 

This Board would operate with an executive committee of the 
Board which would have full powers of the Board with some excep- 
tions. The principal exceptions would be that they could not deter- 
mine the price level for support purposes nor the amount of the 
stabilization fee. These would be the duty of the entire Board. 

The method of stabilization is a complex question to discuss. 
However, briefly, it is proposed that this Board set up a surplus 
holding pool in which they would accumulate whatever surplus 
manufactured dairy products that it deemed advisable to accumulate 
to carry out provisions of the act itself. By the purchase of these 
manufactured dairy products they would then, in turn, stabilize a 
minimum paying price to producers throughout the entire United 
States. 

There is no attempt or effort to affect or fix any prices of dairy 
products other than a minimum paying price to producers. This 
Board would establish a minimum price, as is spelled out in the 
proposed legislation, under very stringent regulations, those being 
that they would establish this minimum price and as a requirement 
would need to take into consideration inventories within their own 
possession at the time, all inventories of products as they are reported, 
and costs of production of milk to producers. 

Further than that, they would consider estimated production of 
milk for the coming crop year which has been from April 1 each year 
until March 31 of the following year; and estimated consumption 
figures as prepared and published by the United States Department 
of Agriculture. It is proposed that they would be required to use 
Government statistics in their determination of an adequate and proper 
price. 

I mentioned a few moments ago that the Board would be directed 
and specifically required to disrupt as little as possible the usual chan- 
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nels of trade. Some restrictions on the Board in relation to their sales 
policies are that they shall not at any time sell back into domestic 
channels at less than their stabilized sales prices. 

Therefore, the industry as a whole can feel completely confident in 
carrying their own requirements of products into a storage season, 
which is particularly appropriate as far as butter and cheese is con- 
cerned, 

Mr. ANprEsEN. Would you fix or would the Board fix different 
prices in different districts for different types of milk, butterfat, butter, 
cheese? 

Mr. Watrz. Yes, sir. They have that power in this proposed act. 

Mr. ANprRESEN. So you might have a price of $6.75 for grade A 
milk in one area of the country, whereas in the other areas it might 
not be more than $3? 

Mr. Wautz. No, sir. There is no proposal made in this act to fix 
the prices of grade A milk in any area. Nor is there any proposal to 
fix the prices of fluid milk. 

Mr. ANpREsEN. A minimum price? 

Mr. Watrz. A minimum price as supported by the purchase of 
manufactured dairy products, quite comparable to the present method 
used by Commodity Credit Corporation in their existing stabilization 
programs. The difference in prices would reflect only the usual and 
customary differential in the manufactured dairy products that this 
Board would be authorized to buy. Such, for instance, as it is usual 
and customary for butter in New York City to maintain a slightly 
higher price than in Chicago. 

That is true also of the west coast which is ordinarily a deficit 
butter-producing area. So allowance must be made for transporta- 
tion between the heavy producing areas in the mid-west to the Atlantic 
and Pacific coast areas. 

This Board would attempt to establish purchase prices of manu- 
factured dairy products, particularly butter, in different areas to 
reflect the usual and customary differentials that exist when there is 
no interference from any governmental or other program. 

Mr. AnNprEsEN. What is the present estimate of the amount of 
milk that goes into manufactured products? 

Mr. Watrz. It is somewhere near 50 billion pounds of milk a year. 

Mr. ANDRESEN. Out of what total? 

Mr. Waurtz. Out of a hundred billion pounds that moves into 
commercial channels. 

Mr. Anpresen. Then the Board would deal exclusively with the 
milk going into manufactured products? 

Mr. Wautz. The Board as such would only set up a minimum 
paying price to producers by the purchasing of manufactured dairy 
products. 

Mr. AnpresEeN. And it would in no way interfere with or have 
jurisdiction over the milk that is sold as fluid milk? 

Mr. Wattz. No, sir. No power at all to fix prices. The Board 
would have the power to dispose of its accumulation of manufac- 
tured dairy products through export sales at less than acquisition 
costs. I mentioned a moment ago it would not have the power to 
sell back into domestic channels of trade at less than its own stapbili- 
zation prices. There is a provision in the Act which empowers the 
Board with proper hearing to change its basis of support during the 





PLAN OF SELF-HELP FOR AMERICAN DAIRY FARMERS 19 


year in the case of an emergency. So that the announced price 
prior to April 1 of each year could, with proper notification to pro- 
ducers, manufacturers and distributors, be adjusted to meet any 
emergency situation that might develop, either in an emergency of 
substantially more production than had been estimated, which could 
result in the determination to lower the price, or an emergency such 
as a drought condition or a war condition that might make it de- 
sirable to substantially stimulate production which possibly would 
call for an increase in price, 

It is presumed that this Board would meke every effort to de- 
velop export sales into countries of deficit milk production, and not 
to operate on a hit and miss basis but to make the attempt scientif- 
ically to develop export markets that would be permanent for 
American production while we have that excess production, if any, 
for export to those countries, knowing full well that we, as American 
dairy farmers, can not produce milk and compete on an equal price 
basis with milk produced in many foreign countries. 

Mr. ANDRESEN. What particular manufactured products do you 
have in mind when you talk about exports? 

Mr. Watrtz. One that lends itself very well for export is nonfat dry 
milk solids. I personally happen to be very familiar with an extensive 
development with that product on the part of a manufacturer who is 
supplying American troops in Japan, Guam, and Okinawa with an 
excellent recombined fluid milk made out of high-quality nonfat dry 
milk solids and so-called anhydrous milk fat which is practically 100 
percent good, sweet butterfat. 

A glass of milk is produced for our troops in that country that is 
excellent and has very great acceptance among the troops over there. 
I have been there and have seen it, and I know that it is a wonderful 
operation. 

Mr. AnprRESEN. Is that only for the Armed Forces, or is that also 
for civilian personnel? 

Mr. Watrz. The occupation personnel. While the milk was avail- 
able to them, it was not available to the Japanese public simply 
because there was no way of converting yen to dollars whereby they 
could use the yen for the purchase of the required products in this 
country. That is where I am sure the American farmer, with a small 
expenditure for equipment and facilities—and it is small in relation 
to anything that is considered in the usual way—could operate in 
countries of big population where there is a very definite need for milk 
products in the diet of those countries. 

A recombined milk plant could utilize a tremendous amount of 
American dry milk fat solids and butterfat in the production of a 
fluid milk for those civilian populations of these countries—this pos- 
sibly would not return to us our full cost of production, but would 
provide an outlet that in the future could be developed, and as time 
goes on, possibly a business that could be on a self-supporting basis. 
~ But I don’t think we are ever going to have it unless we start it on 
that kind of a basis. 

Mr. ANDRESEN. Are you able to sell the products now in these for- 
eign countries or to the Army and Navy without losing any money? 

Mr. Watrz. Yes, sir. The Army and Navy, because the Army 
purchases at American prices. We couldn’t compete with some of 
our foreign countries if they were given the privilege of selling nonfat 
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solids and anhydrous milk fats to our own Armed Forces in Japan, as 
an illustration. 

Mr. AnprEsEN. Would it be necessary to conduct an educational 
program of the value of this type of product before you could sell it 
to the civilians in some of the countries? 

Mr. Waurz. I am sure it would, yes, sir, and it is proposed that 
some of these funds sec ured from the stabilization assessment can 
and will be used not only for educational programs of that kind where 
needed in the discretion of this board, but also used in the domestic 
market for particp iting in and cooperating with existing programs 
directed toward the expansion of the use of dairy products in our own 
American diet. 

Mr. ANpDRESEN. Who would bear the loss on the difference in the 
price on these exports? 

Mr. Watrz. The cost would be absorbed through the stabilization 
program, so you can say that the American dairy farmer himself is 
investing this amount of his milk check in an insurance program for 
his own future. I will cover that a little later, and in the tables that 
I mentioned a few moments ago | have some illustrations of the dif- 
ference between the net income to the American dairy farmer under a 
program of this kind, taking into consideration the assessment, as 
against a Government-controlled program wherein the Government 
supports at 90 percent of parity or down to 75 percent of parity. 

Mr. ANpRESEN. Can you see any possibilities within the United 
States for increasing the consumption of milk or milk powder? 

Mr. Waurz. Definitely. We haven’t scratched the —— Our 
domestic consum ption of milk and milk products can be very definitely 
expanded by further and more intensive educational and advertising 
programs. We have lagged substantially as an overall industry in 
promoting this product in the human diet. 

Mr. ANDRESEN. It is estimated that in the next 10 years the popu- 
lation of the United States will increase at least 30 million. Will we 
be able to produce enough milk in this country to take care of domestic 
needs? 

Mr. Watrz. If we can establish any degre e of confidence in the 
mind of the producer that he is not going to be each year facing the 
possibility of bankruptcy in the operation of his dairy herd, I am 
certain that the dairy industry can be expanded to fully supply the 
American public with their complete requirements of milk for many, 
many years to come. 

Mr. AnpRESEN. You will have to have more cows than you have at 
the present time. 

Mr. Wattz. That is right. 

Mr. ANpDRESEN. How many milk cows are there in the country? 

Mr. Watrtz. About 22 million. 

Mr. ANDRESEN. What is the milk cow population now as compared 
with what it was in 1944? 

Mr. Waurz. It is 3.5 million less. 

Mr. ANpRESEN. And our population during that period has in- 
creased over 30 million? 

Mr. Watrz. That is right. 

Mr. ANDRESEN. What will happen? 

Mr. Wautz. Of course, per cow the production is up. Total milk 
production may approximate pretty closely with 22 million cows that 
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of 25.5 million cows a few years back. I don’t believe any figures are 
too good on the total production of milk. 

Mr. ANDRESEN. There is a limit to what a cow will produce even 
with good feed. 

Mr. Watrtz. That is correct, but the production per cow, as you 
know, from the area that you come from, has been very substantially 
increased during the past few vears by better breeding methods and 
by better feeding and housing methods. 

The sales policies of this Board would be such that in the event of 
the accumulation of surpluses, while they could not sell back into the 
domestic channels of trade at less than their own announced prices, 
they could make sales at reduced prices or they could make gifts of 
these products to outlets that are not in the usual channels of trade, 
such as to the school lunch program, charitable organizations, or to 
those outlets now utilized by the present Government agency handling 
the surplus disposal problems. They could also sell at competitive 
prices with other products to the Armed Forces, as is quite well 
spelled out in the act itself. 

In order to start this program we have to have some money. We 
are not proposing to ask the United States Government to absorb a 
single cent of the cost of this program. We do need the capacity or 
ability to borrow up to about $500 million to make certain that our 
program will operate. We propose that we have this available as 
loans if we need it. If we don’t need it, we don’t propose to borrow it. 

We further propose that we shall pay an interest rate to the Govern- 
ment on any loans made to us at the cost to the Government for 
money. The stabilization fee has been covered to some extent in our 
discussion so far. However, I wish to repeat that the Board would 
have the power under definite restrictions proposed in the act, of mak- 
ing a rate of assessment on all milk and butterfat sold in commercial 
markets at the first point of sale. 

In other words, the first buyer of the milk or butterfat would deduct 
from the producer’s check whatever rate of assessment this Board 
should determine was required to carry forward their program. It is 
proposed that the first buyers of milk or butterfat, when they make 
this deduction, shall remit to the Board through the Internal Revenue 
Department on a monthly basis, or, in other words, simply make the 
deduction, pay it over to Internal Revenue, and the Internal Revenue 
Service would make it available then to the Board for its utilization. 

Mr. ANpRESEN. And that would be collected on all milk? 

Mr. Wattz. That is right. 

Mr. ANDRESEN. Whether it went into the sale of fluid milk or into 
the manufacture of butter? 

Mr. Watrz. Yes, sir, with the exception of the housewife on the 
farm who sells a few quarts to a neighbor. 

Mr. Byrnes. Could I ask a question? 

Mr. AnpRESEN. Yes, Mr. Byrnes. 

Mr. Byrnes. Do I understand that the Internal Revenue Bureau 
would collect this and enforce it in the same manner as a tax imposed 
by law? 

Mr. Watrz. I would presume the answer to that would be yes. 
We have not attempted in this proposed bill to spell out how the 
Internal Revenue shall make the collection. We have indicated that 
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they shall make it under rules and regulations as promulgated by 
themselves. 

Mr. Byrnes. And this assessment or fee established by the Board 
would be applicable to all individual farmers who sold milk or dairy 
products? 

Mr. Watrtz. Right. 

Mr. Byrnes. Don’t you anticipate there will be an enforcement 
problem there? It is easy enough to say that everybody will pay 
assessments or fees, but when you come down to a practical applica- 
tion, sometimes it isn’t always done voluntarily. 

Mr. Wautz. We have quite a bit of precedent on that. It is a 
customary practice in the operation of the milk business for the 
farmer to purchase products or supplies from the concern to which it 
may sell his milk, whether it be a cooperative or a private corpora- 
tion, such as filter disks and all that sort of thing, and it is common 
practice then for the buyer of the milk to make the deduction from 
the milk check when he pays the farmer for the milk. So there is no 
problem actually of collecting from the farmer. 

Mr. Byrnes. You can collect by withholding? 

Mr. Wautz. That is right. 

Mr. Byrnes. Here the Internal Revenue Service doesn’t have any- 
thing to withhold from, as I understand it. The Board is going to 
establish a fee. 

Mr. Waurz. Right. 

Mr. Byrnes. The farmer is expected to voluntarily pay that fee 
over to the Internal Revenue Service? 

Mr. Wautz. No. The first buyer is compelled, under the pro- 
visions of the act, to make the deduction. 

Mr. ANprRESEN. Would this be somewhat similar to the tax on 
sugar? 

Mr. Waurz. That is correct. 

Mr. O’Hara. May I ask a question? 

Mr. AnpresEen. Mr. O’Hara. 

Mr. O’Hara. Let me ask you, following up the practicalness of 
this, the Internal Revenue collects fees and deposits them to the 
account of the Board. Does that imply then that the Board makes 
the disbursements? 

Mr. Watrz. Yes, sir. 

Mr. O’Hara. And it would be accountable only to itself? 

Mr. Waurz. It is set up that the Board shall make a report to 
Congress and one to the Secretary of Agriculture. Also that their 
operations would be audited either by governmental audit services 
or private, and that is left more or less open, the feeling being that 
Congress in its wisdom would set up the proper procedure for making 
certain that these funds are utilized only for the purposes for which 
they are collected. 

Mr. ANprRESEN. The fees collected would go into the general fund? 

Mr. Watrz. Not as it is proposed in this bill. It would go direct 
to the Board for its use. 

Mr. ANDRESEN. Then in the sugar case it is collected and goes into 
the Treasury and then Congress appropriates the money to pay out 
the benefits. 

Mr. Watrz. We rather felt in our discussions in the drafting of this 
that that possibly was an unnecessary step to take. There is a definite 
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amount required or estimated to be required for the operation of the 
program. Putting it through Congress would slow it up and possibly 
cause difficulties in financing that could be avoided by a more direct 
method, and yet fully protect the producer who is paying all of this 
expense. 

Nobody else is asked to participate at all in the expense of the 
conduct of this program. 

Mr. ANDRESEN. In your preparation of this plan, have you dis- 
cussed any particular figure on the fee that would be levied? 

Mr. Watrtz. Yes, sir, and I have some indications of that, if I may 
defer an answer to that and come to it shortly. I would like to make 
this observation in answer to your question, Mr. Byrnes: In some 
States deductions are now made by law from producers’ checks for use 
by commissions set up for the purpose of stimulating the sale of dairy 
products. I happen to come from one State where that is done, and 
the problem of collecting from the first purchaser the deductions that 
he made from the farmer has not been serious at all. 

We have had a little trouble at times—they have, rather, I didn’t 
have anything to do with it, with some fellow making a deduction 
from the farmer and not paying it to the commission. But it has been 
nominal. 

Mr. Byrnes. The cost of enforcement of this fee or assessment or 
tax would be in general a governmental cost? 

Mr. Wattz. That ismght. We have two problems and I have only 
two more points to cover until I get to the tables. We have had two 
problems that have always stopped us in an effort to actually pinpoint a 
self-help program on dairy products. One has been the question of 
imports. We cannot compete with foreign countries at the prices at 
which they can produce dairy products, and duties levied on imports 
are inadequate to protect us because foreign products can jump over 
the duties, the present duties, and market to their advantage in this 
country. 

The other problem that has always stopped us has been how could 
we handle the temporary or permanent increase of production from 
acres made idle by the allocation of acreage on other crops, or reduced 
acreage. I would like to cover both of those. 

The first, as far as imports are concerned, it is proposed in this 
legislation that in the event there is a surplus of dairy products in this 
country then the United States Government, at the expense of all 
taxpayers, shall purchase from this Board an amount of dairy products 
equivalent to such imports, not necessarily identical dairy products 
but the equivalent of those dairy products. So this act in no way 
then sets up any difficulties as far as programs that may be considered 
advisable, as far as our relationship with foreign countries is concerned. 
If it is determined to be advisable to permit imports then all we ask 
is that the American dairy farmer not be required to shoulder the 
entire burden of the imports. He will shoulder his proportionate 
share through the fact that he is a taxpayer the same as anybody else. 
The same is true of stimulated production from diverted acres from 
other crops. It is a very important part of this program for the 
United States Department of Agriculture, with the statistics they 
have, to ascertain as accurately as possible the amount of milk pro- 
duction from these diverted acres. And, in the event of a surplus in 
the hands of this Stabilization Board bought with the farmer’s money, 
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if there is a surplus we feel that the Government should shoulder the 
responsibility for that production stimulated or increased as a result 
of those acres made idle or diverted to other crops under control 
programs. 

Gentlemen, that, very briefly—and I am certain very inadequately— 
covers the proposed bill. 

Mr. ANDRESEN. Let me ask you one question about the authority 
of the Board. Would the Board have the authority to establish 
standards of quality on milk and dairy products? 

Mr. Watrz. Only the standards of quality on the manufactured 
dairy products that they themselves might purchase for storage or 
disposal purposes. They would have no authority at all to establish 
any standards on milk. The standards on these manufactured dairy 
products that they would purchase are already established in various 
different ways. Congress has established a standard for butter, also 
I believe for nonfat dry milk solids—I am not certain. But in any 
event there are governmental standards already established on all 
of the products that this Board would have the authority to buy. 
They would have no authority at all to establish any standards as 
they might prevail on the movement of milk itself. 

Mr. Tauue. Mr. Chairman? 

Mr. AnpreEsEN. Mr. Talle. 

Mr. Tatue. Tuberculosis is very severe in Switzerland. What 
steps are taken to protect the health of the American people in case of 
imports from that country? 

Mr. Watrz. As dairy farmers we have felt many, many times that 
there is a possibilitv that under the present methods of inspecting 
imported products coming from foreign countries that the health 
standards are not equal to those imposed upon ourselves. 

Mr. Anpresen. Mr. O’Hara? 

Mr. O’Hara. What do you have in mind, or what could the Board 
fix as the tax upon the individual producer? The reason I ask that is 
that it would have to be a subject which was carefully worked out. 
Is that not true? 

Mr. Watrz. Yes, sir. 

Mr. O’Hara. It would have to be fair and not discriminatory. 

Mr. Waurz. Right. 

Mr. O’Hara. What do you have in mind, supposing a farmer pro- 
duces X gallons of milk and sells it. What do you have in mind 
as to the amount that he would pay in the way of a tax or fee? 

Mr. Watrz. I think, Congressman O’Hara, that is covered in this 
table that I am next going to refer to, and if I might defer the answer, 
if you do not find it in here I shall be glad to go into it further. 

Mr. ANDRESEN. Mr. Berry? 

Mr. Berry. Actually this would be establishing a precedent. 

Mr. Watrz. I could not hear you; I am sorry. 

Mr. Berry. This program would be establishing something of a 
precedent in the field of imports, would it not? 

Mr. Watrz. I believe so. 

Mr. Berry. In other words, it would be the equivalent of forcing 
the Government to buy all imported dairy products, would it not? 

Mr. Watrz. No, sir; not unless there was a surplus of dairy prod- 
ucts in this country. There would be no purchase from the Stabiliza- 
tion Board by the Government as it related to either imports or 
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diverted acres, unless we had a normal national surplus of products 
in this country ourselves. It would eliminate all of the criticism 
directed toward previous programs that I think were raised largely 
by the State Department concerning the importation of products 

from friendly foreign countries. The program would not differ essen- 
tially from the present Gov ernment support program which obligates 
the CCC to buy up any quantity of « lairy imports that has the effect 
of pushing market prices below the support level. 

Mr. Berry. If Congress would establish such a program on milk 
do you not think the wool boys would be in for some such program, 
too? 

Mr. Watrz. If they are willing to submit themselves to an assess- 
ment against their own production to carry their own surpluses, 
maybe so. I do not know enough about wool to be able to discuss it 
with you. 

Mr. AnpreEsEN. Do you not think that while we might take care 
of foreign criticism on imports, if the Government should buy an 
equivalent amount here, that there would be criticism from the 
American taxpayers? 

Mr. Wa rz. It would be entirely within the Government’s power 
to restrict imports if they felt that the American taxpayer should not 
be asked to buy the equivalent surpluses created by those imports. 
All they would have to do would be to restrict the imports and they 
have the power, as I understand it. 

Mr. Anpresen. They have certain powers. We have gone through 
that fight on dairy products for 2 or 3 years, and we have reached what 
I believe is quite a satisfactory solution. We might run into con- 
siderable difficulty if they would permit unlimited imports of dairy 
products with surpluses being produced in the United States. 

Mr. Wattz. That is correct. So I would assume that the Govern- 
ment at that time would anticipate what imports should be brought 
in, and I would expect if they let them come in on an unrestricted 
basis that the American taxpayer might complain about it. 

Mr. Anpresen. I want to ask you another question before you go 
into your tables. Do you have any proposals where the Stabilization 
Board would take over existing surpluses of milk powder and butter 
and cheese? 

Mr. Waurz. It is a requirement within this proposed act that we 
are submitting for consideration that the Stabilization Board shall 
undertake the job of selling those products for the Commodity Credit 
Corporation if the Commodity Credit Corporation so desires them to 
do so. Either their presently existing stocks or any stocks that they 
might purchase as a result of an offset to imports or an offset to 
diverted acres, but that the Government shall not sell those inven- 
tories back into commercial channels of trade in this country. 

Mr. ANDRESEN. If you dumped them back into commercial chan- 
nels of trade you W ould probs ably create more activit Vy for the Stabiliza- 
tion Board to try to stabilize dairy papas ts at the minimum level. 

Mr. Watrz. That is right. It would be hopeless. You could not 
make enough assessment against milk to offset it. So in all fairness 
to dairy farmers those products will not come back into domestic 
channels of trade. They can go, as they do now, to institutions on a 
gift basis, to school lunch, to Armed Forces or to foreign countries 
within the discretion of the administration. 
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Ir. ANDRESEN. That has not worked out very well as far as the 
\rmed Forces are concerned because about 7 months ago the Army 
agreed to take over 50 million pounds of high grade butter and in 
this period of time, about 8 months, they have only used 15 million 
pounds 

Mir. Watrz. They were using, according to reports we had, possibly 
too much of some competitive product. 

‘Ir. ANDRESEN. Maybe some of those fellows are stockholders in 
some of the companies that make the competitive product. 

Mr. Byrnes. Mr. Chairman, while we are still on this import 
problem. 

Mr. ANDRESEN. Mr. Byrnes? 

Mr. Byrnes. What the Commodity Credit Corporation would 
do in the matter of taking over some purchases would be dependent 
upon imports as related to a surplus existing in the country. In 
determining that surplus do you determine that by commodity, by 
dairy product, or do you look at the overall dairy picture? 

Mr. Wautrz. The measuring stick on the surplus would be whether 
or not the Stabilization Board had any inventory. 

Mr. Byrnes. Of the individual item being imported? 

Mr. Waurz. No; any inventory. We only ask Commodity Credit 
Corporation purchase the equivalent; it is utterly impossible to offset 
by items. 

Mr. Byrnes. Do you do your calculating on a production year? 

Mr. Watrz. That is right. 

Mr. Byrnes. Starting April 1 to March 31. During that year you 
could have, could you not, a shortage of some individual dairy product 
in this country? 

Mr. Watrtz. Right. 

Mr. Byrnes. It is unlikely but for purposes of discussion let us say 
that you might have a shortage of cheese, and cheese sales were 
certainly above your minimum price established. But the Govern- 
ment permitted also the importation of some cheese during that period. 
Yet if your overall dairy picture showed a surplus of milk and dairy 
products you would require the Commodity Credit Corporation to 
purchase from you, let us say, some butter which was in excess? 

Mr. Waurz. To the equivalent of the imports—— 


Mr. Byrnes. Imports of cheese? 


Mr. Watrz. Of all products. Or to the limit of that Board’s 
inventory of accumulated products. 

Mr. Byrnes. But you make no attempt to relate this to individual 
dairy products? 

Mr. Watrz. No, sir. Milk equivalent in hundredweights of milk, 
which is an easy one to calculate. Take your imports in hundred- 
a of milk and the requirement would be that Commodity 

Credit would purchase back in whatever products the Board had in 
inventory, that equivalent in per hundredweights of milk. 

Mr. Byrnes. Under this you might have the Government imposing 
an embargo on cheese, let us say, when at least during this temporary 
period of the 1 production year you could have a slight shortage of 
cheese in this country. 

Mr. Watrz. That is right. But if a shortage of cheese occurs, 
and if the price of cheese or any other individual product advances 
higher than that of the general level of dairy products, as you know, 
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the production of that particular item is stimulated very, very quickly 
and it is not long until there is an adequate supply. It is not a 
dangerous situation such as a total shortage. 

Mr. ANDRESEN. On these accumulated stocks in the hands of the 
Government you would propose to distribute these surplus com- 
modities in the same manner as now provided by law. I think that 
you mentioned substitutes that have come in. Do you not think 
that the price element enters into it so that you might recapture 
some of that lost market in this country if it involved the question 
of price? : 

Mr. Watrz. Yes, sir; and there is also in there something which 
I overlooked mentioning, and I am sorry that I passed so many of 
these important things in the bill, this Board would have the power to 
participate in merchandising and sales programs with industry in the 
United States, whether it be in the form of advertising, promotion, or 
reduced prices. So if we had a completely unmanageable situation as 
far as inventories were concerned those products could be made 
available to the American public at some blended price lower than the 
stabilization price. 

Mr. ANprRESEN. That would drop the whole price level on all dairy 
products? 

Mr. Watrz. Not necessarily, because if you were maintaining a 
support level of purchase, and you had one item such, to use an illus- 
tration, as butter, vou could make butter as an item available back to 
the trade for distribution on a blended lower price until your inven- 
tories were decreased, without affecting the price structure of all dairy 
products throughout the country. 

Mr. AnpreEsEN. I understand that you have developed a scheme 
for your particular organization to increase the consumption of butter. 
Are you at liberty to tell us what that is, and what success you have 
had with it? 

Mr. Wattz. Yes, sir. I am under no restraint from discussing that 
with you. With your permission I would rather wait until I get 
through with the self-help than to mix up the two programs. 

Mr. Anpresen. All right. We would like to hear that. 

Mr. Davis? 

Mr. Davis. In connection with setting up this stabilization fund 
is it your conception that the price, what you referred to as a minimum 
— e, is going to be set and that is to be the minimum price for the 
year, or is that to vary as the Board may meet and decide to vary it 
trom time to time? 

Mr. Watrz. It is proposed that it shall be for 1 year to establish 
confidence in the minds of both the dairy producer himself and also 
the handler of dairy products to encourage him to carry his own inven- 
tories rather than depend on the Government as they do now, or de- 
pend on this Stabilization Board to carry the national inventory. 
Excepting in case of an emergency, the Board is given the power and 
privilege to change that support le vel during the year, after it is once 
announced. 

Mr. Davis. The trend of agricultural policy with respect to other 
products has been such that it appears it is going to force or make it 
wise for a number of other producers to get into the dairy-production 
field. What is to prevent, once you set up a fee and you set up a 
stabilized price, a group of new producers moving into the dairy 
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field, for instance, and they, because of their increased production, 
being the ones who take all the benefits out of the funds that other 
previous producers have built up? 

Mr. Waxrz. Nothing. We do not make any effort in this bill to 
control production. I believe you were in here when I explained the 
question of the Government taking over the increased production 
from these diverted acres. We do not propose that anybody shall go 
out and tell the farmer that he can milk only so many cows a dav. 

Mr. Davis. I can appreciate that. But here we are setting up 
wheat acreages and corn acreages and things of that kind. The result 
is that they turn the land to grass, and that makes cheap feed for 
dairy production. Here you have had for a year dairy producers 
feeding their money into this stabilization fund. Other agricultural 
policies during that time cause a lot of other new producers to get 
into the dairy-production field. That so depresses the price of dairy 
products that then money has to start coming out of this stabilization 
fund. The old producer who put all the money in stands on the same 
basis then as the new people who are forced into dairy production, 
as a result of other agricultural policies of the Government. 

Mr. Waurz. It would seem that that would be the case, but on very 
close examination I believe you will find that this bill adequately 
protects, let us call the regular dairy farmer, to distinguish between 
the man who is regularly in the dairy business and that man who may 
come in and produce excessive quantities as a result of the diverted 
acres. The pure mechanism of moving that excess production back 
into the hands of Commodity Credit Corporation at overall Govern- 
ment expense prevents the hardship that you speak of from developing 
on the shoulders of the regular dairy farmer. Sure, he pays his per- 
centage of the cost as an overall and regular taxpayer, but he is not 
asked to bear the burden of the whole thing, and it does not destroy 
the basic price or the floor price that has been established because 
those products produced from that milk have a home where they can 
go at a predetermined price which will maintain the floor price. 

Mr. Davis. But the people who through the stabilization fee have 
built up the fund are at the mercy of someone who may come into the 
dairy-production field who has made no contribution to the fund 
whatsoever. 

Mr. Waurz. It is not anticipated that this fund shall be built up 
into any huge amount. The assessment each year shall apply for 
only that which is required during that year. You cannot come 
out exactly, of course. So the new producer will be paying his share 
of that stabilization fee as well. He is not riding on the coattails of 
a previous fund built up by regular dairy farmers. 

Mr. ANpRESEN. Is it not a fact that it takes from 6 to 15 years to 
build up the dairy herd to get that new increased production? 

Mr. Wautz. Starting in with a calf you do not get any milk for 3 
years, 

Mr. ANpresEN. But to build up a real producing dairy herd it 
takes vears of time and effort and we have lost 4 million head of milk 
cows while the population has increased 30 million It would be 


assumed that with proper handling, I would think that the popula- 
tion increase would take care of the increased milk production. 
M “aLTz. Plus one other factor, Congressman. If this man 


imr ..ately went into milk production he would have to buy cows. 
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He could not start with calves. With the result he would be 
removing those cows from milk production from somebody else. 

Mr. Lovre. Mr. Chairman? 

Mr. ANpDRESEN. Mr. Lovre. 

Mr. Lovre. I am sorry I was delayed. Perhaps you have an- 
swered this question. Does this proposed bill carry authorization for 
an appropriation of any Federal money to start this revolving 
stabilizing fund which is being suggested? 

Mr. Watrz. Yes, sir; to this extent: The authority to borrow 
$500 million from Commodity Credit Corporation if and when 
needed, and repayable at an interest rate equivalent to the cost to the 
Government for money. 

Mr. ANDRESEN. You may proceed. 

Mr. Waurz. This is fairly short and I believe I will do a better job 
if I read the 2 pages and then comment on the tables with your 
permission. 

Would dairy farmers receive a higher or lower net price under a 
self-help program than under a Government-support program? The 
answer would depend primarily on three factors: 

The relative level of supports under the two types of programs. 

2. The proportion of total milk production that would need to be 
purchased. 

The percentage that losses represent of the value of purchases. 

The Bureau of Agricultural Economics has estimated that milk 
production in 1954 will exceed consumption by 3 billion pounds. 

We are starting out with the idea we are going to buy 3 billion 
pounds of milk equivalent in manufactured products. It has further 
stated that the level of dairy prices for 1954 will be determined in 
large measure by the level at which prices are supported in the year 
beginning April 1, 1954. 

With these estimates as a background, and assuming that the 
equivalent of 100 billion pounds of milk will be marketed from farms 
in 1954, we have a basis for comparing net returns to farmers under a 
self-help program as against Government supports. 

With the assumption that producer average weighted prices would 
be equivalent to the support level, table I shows producer average 
weighted market prices for all milk sold from farms, with supports at 
varying percentages of parity. 


TaBLe I.—Producer weighted average milk price at varying percentages of parity 


Producer 
average 
Percent of parity support: price 

Pes ete sacce dene caobsceeeneunes ote SO edKs aden ewe eewe $3. 26 
80 eee Sk tases weese souweeweewn he ebb wield wibiperenrsrers 3. 48 
eee 2 at as a feta eae cae Se ee cow 3. 70 
ee ree sik sha ee Shad 6 atalis ib ieha ieoed cna ae 
a a a aN a a a ce Be A i ie ee a ae ms aig eel 4.35 


Mr. Watrz. These average weighted market prices range from 
$3. 26 per hundred pounds with supports at 75 percent of parity to 
$4.35 with supports of 100 percent of parity. 

Tor see, there is $1.09 per hundredweight difference between 75 
and 100 percent of parity. Any farmer can understand $1.09 per 
hundredweight in his milk check. 

Assessments to offset losses: Under a self-help program the assess- 
ment per hundredweight necessary to offset losses on purchases would 
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need to be made in order to compare with Government supports. 
Table II shows what these assessments would need to be with self-help 
supports at 90 and 100 percent. of parity, and with losses on purchases 
ranging from 25 to 100 percent. 


TABLI I] Sel f-he Ppp oducer assessments 


With loss on purchase of 


Lev yf support as percent of parity 25 percent | 50 percent | 75 percent | 100 percent 


Dollars per hundredweight 


90 $0. 035 $0. 071 $0. 106 $0. 141 


100 . 038 .077 115 . 154 
These calculations t by using $4.71 and $5.12 as the purchase cost of 100 pounds of milk 


parity, respectively [hese prices are based on September 1953 parity 
ywing $1 per hundredweight for processing 


equivalent at 90 an 





for manufacturing milk 


Mr. Watrz. For example, with supports at 90 percent, assessments 
would range from 3.5 cents per 100 pounds of milk, with 25 percent 
loss on purchases, to 14.1 cents per hundredweight on milk with losses 
amounting to 100 percent on purchases. 

That answers the question raised a few minutes ago. If supports 
were at 100 percent of parity, assessments might range from 3.8 to 
15.4 cents per 100 pounds of milk equivalent marketed, dependent of 
course on the disposal of the accumulated products. Under a self- 
help program these assessments would have to be deducted from the 
market prices shown in table I to obtain farmers’ net prices. 

Producers’ net prices under self-help and government are compared 


in table ITI. 


TaBLeE II]I.—WNet price to producer under diffe rent programs 


Type of support 


Level of support (percent of parity Self-help with loss on purchase of— 


25 percent | 50 percent | 75 percent | 100 percent 


Dollars per hundredweight 


75 $3. 26 | 
R0 3. 48 | 
85 3. 70 3 | 
OW) 3. 92 $3. 885 $3. 849 $3. 814 | $3. 779 
100 4.35 4, 312 4.273 | 4. 235 4. 196 
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Mr. Wat1z. The producers’ gain or loss in cents per hundred- 
weight of self-help supports at 90 and 100 percent of parity, as com- 
pared to Government supports of 75 to 90 percent of parity, are 
shown in table IV. 


mn , 1 ae 
TaB.LE IV. Estimated gain in p oduce milk prices unde a self-help program, 


with supports at 90-100 percent of parity, con pa ed with Covernment support 
program, with supports at 75-90 percent of parity (1954 conditions assumed 


Gain to producers under self-help program 
Government per- a . 2) ein . 
cent of parity sup- | 
port | Self-help at 90 percent of parity with Self-help at 100 percent of parity with 
loss on purchase of loss on purchase of 
25 | aA) 75 100 25 50 75 100 


percent percent percent | percent percent percent percent percent 


Per hundredweight Per hundredweight 
7 : $0. 625 $0. 589 $0. 554 $0. 549 $1. 052 $1.013 $0. 975 $0. 936 
DD... b wevioss — » 405 | 369 . 334 299 832 793 755 716 
85 wane 185 149 .114 .079 612 573 535 . 496 
90. ‘ ‘ —. 035 —. 071 —. 106 —. 141 392 353 315 276 


Mr. Waurz. If self-help and Government supports are both at 
90 percent of parity, producers would lose from 3.5 to 14 cents per 
hundred pounds under a self-help program, depending on the losses 
involved in disposing of the purchases. But of the comparisons 
shown, this is the only situation under which the producers self-help 
net price would be less than that realized under Government. 

It is obvious that if the producers maintain supports at their expense 
at the same level that Government maintains supports, at the tax- 
payers, expense, that farmers would get more money under the 
Government program. 

But with the assumed volume of purchases, Government supports 
at 85 percent of parity and self-help at 90 percent of parity, the 
producer would net from 7.9 to 18.5 cents more per hundred under 
self-help, depending on the rate of loss on purchases. With Govern- 
ment supports at 75 percent of parity and self-help at 100 percent, 
the dairy farmers would gain 93.6 cents to $1.05 per hundredweight 
under the self-help program. The 93.6 cents would be the figure if 
the losses on purchases were 100 percent. In other words, if the 
stabilization board did not get anything for the products that they 
purchased. 

In terms of total net income to dairy farmers, even with 100 percent 
losses on purchases, self-help and Government support programs 1 ight 
compare as follows, under the assumed surplus conditions: 
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| Income after assessments 
Support level 











Comparison | Type support (percent of 
arity illi : 
parity) | Billion Gain or loss 
dollars 
- ric © i | x ot Fae | ec 
1 —— 90 | $3. 779 
Government -.--_- 90 3. 920 | 
DONO. oh. oc cencinwcinet —0.141 | Loss, 14.1 cents per hundredweight 
on milk, 
2. Self-help. ___.__.- 90 | 3.779 
Government .- ---- 85 3. 700 
Difference... dessa uae +0. 079 | Gain, 7.95 cents per hundredweight 
on milk, 
eee Satan) IDS 6 omamen 90 3.779 
Government... 80 3. 480 | 
Difference panne +0. 299 | Gain, 29.9 cents per hundredweight 
} on milk, 
(ii cee ..| Self-help : 90 | 3.779 | 
Government ..-_-. 75 | 3. 260 
Difference-- ioe : +0. 519 | Gain, 51.9 cents per hundredweight 
on milk. 
Di tessauacumneaues Self-help deerwion 100 4.196 | 
Government... 90 3.920 | 
Difference-. i adda haan +0.276 | Gain, 27.6 cents per hundredweight 
on milk, 
a a Self-help ; 100 4. 196 
Government -- 75 3. 260 | 
I a teeta +0.936 | Gain, 93.6 cents per hundredweight 


on milk. 


Mr. Watrz. Six comparisons are presented, showing type support, 
support level as a percentage of parity, and income after assessments. 

In co mpari ison 1, as you Ww! ll observe, at the 90- percent level, the 
income from self-help would be $3.779 billion, and under Government 
support it would be $3.920 billion. 

So with both progr: ims at the 90-percent level the self-help program 
would cost the dairy farmer $141 million. Or, it so happens, since 
we are dealing writ 100 billion pounds of milk, it would also cost him 
14.1 cents per hundredweight of milk. 

What would happen to the dairy farmer in 1954 if the Secretary 
determined that he would support at 85 percent of parity instead of 
90 percent. 

Under a self-help program at 90 percent, after assessments, you 
will see that income would be $3.779 billion. Under Government at 
85 percent, income would be $3.70 billion, or $79 million (comparison 2) 
more under self-help or 7.9 cents per hundredweight of milk. 

Carrying it further (comparison 3) you will see that self-help at 
90 percent, would return $299 million, more than Government at 80 
percent or 29.9 cents per hundredweight of milk. In comparison No. 4, 
self-help at 90 percent against Government at 75 percent, you get a 
difference in favor of self-help of $519 million or 51.9 cents per 
hundredweight for milk. Under No. 5, self-help at 100 percent as 
compared to Government at 90 percent gives self-help an advantage 
of $276 million or 27.6 cents per hundredweight for milk; and self-help 
at 100 would net the farmer $936 million more, or 93.6 cents per 
hundred more than Government at 75 percent of parity. 





! 
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In summary, we should point out again the following: 

1. For a self-help program to require that Government assume re- 
sponsibility for surpluses due to imports and diverted acreage is not 
a departure from the principle of the present support program. Under 
the present program the Government is obligated to buy any quantity 
of dairy products from any source that has the effect of pushing market 
prices below support levels. 

2. Estimates of producer assessments are based on the Government’s 
estimate of a surplus of 3 billion pounds of milk. In this we assume 
that there would be little variation in this quantity of surplus in the 
limits of support levels considered in our tables. 

Should the actual surplus chargeable to producers vary from 3 billion 
pounds the amount of assessments would be expected to vary up and 
down accordingly. 

3. Finally, no claim is made that producers would enjoy a higher 
price under a self-help program than under Government, if supports 
are at the same level under both programs. The advantages of the 
self-help programs would be apparent when the self-help support 
level is somewhat higher than that which would have been established 
under a Government support program, 

Mr. Watrz. I have Mr. Cotton here if you wish any detailed 
explanation of any of these figures. I am sure he would be very happy 
to explain them. 

Gentlemen, I would like very briefly to review the proposed disposals 
in foreign countries without interference with friendly relationships 
with foreign countries. 

If we have surpluses and want to market these products in foreign 
countries knowing full well, as an illustration, if we should go to a 
country like India and build up a business on dairy products, we are 
eventually, going to lose the business to some foreign country because 
we can’t compete in costs of production with foreign countries. 

But we propose to take a substantial sum of this money, from this 
assessment, and conduct big, good advertising and sales programs. 

We also propose to spend a part of that money for research. By 
research I mean several things. I mean research into problems that 
will assist the producer in reducing his cost of production. 

Another one, research into the cost of processing, manufacturing, 
and distributing to see if we can help that segment of the dairy 
industry that manufactures and distributes this product in reducing 
their costs, contemplating that we will not ask the dairy farmer if he 
makes reduction in costs of production, to give it all up in the way of 
lower prices to consumers. 

We believe that we can get lower prices to consumers through re- 
search into processing, manufacturing, and distributing that can re- 
duce costs. I know of a couple of programs that can work along that 
line. 

Mr. Taig. May I ask a question? 

Mr. ANDRESEN. Mr. Talle. 

Mr. TauiEe. What can be done to induce restaurants, cafes, and 
hotels to serve butter patties that would be visible to the eye? 

Mr. Watrtz. I did not understand the first part of your question. 
I am sorry. 

Mr. Tauue. I am talking about butter patties that are served in 
hotels, restaurants, and cafes. I love butter. So do many other 
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people. It seems incongruous, with such a tremendous surplus of 
butter on hand, that these small bits are served. The labor cost in 
serving them must exceed many, many times the cost of the butter. 

Is that taken into account in your advertising program, to get them 
to be more generous? 

Mr. Watrtz. Very definitely. I have an answer to that one. I 
just make them bring me some more pats. I am not bashful. I 
think, Mr. Chairman, that that completes the presentation of this 
particular question. 

If you wish me to I shall be glad to attempt to describe the disposal 
program that I proposed about 2 weeks ago to the Benson Task Com- 
mittee that I feel has some merit in the disposal of the present ac- 
cumulated butter, and which program can also, I think, be adapted 
to disposal of cheese, to some extent at least, a little more compli- 
cated in cheese. 

It does not fit in too well with the nonfat solids inventory but 
certainly somebody else can come up with an idea, too. So I think 
we ought to find a way to get rid of that as well. 

Mr. ANpDRESEN. We thank you, Mr. Waltz, for your presentation. 
You will have the opportunity to revise your remarks and if there is 
something that you left out in the explanation we would like to have 
you include whatever you might have omitted, in support of the 
statement that will be printed. 

We would like to have your plan fully explained so that it can be 
understood and generally read by members of the committee and 
others who might be interested in the printed copy of the hearings. 

I would like you to tell the group of your own experience in trying 
to increase the sale of butter. 

Mr. Waurtz. I thank you for the opportunity of reviewing what I 
have said before it is printed, because I am sure that it can be very 
substantially improved. 

We were asked—we had a so-called 90-man task committee and I 
was on that one also and we were asked about the programs for dis- 
posal of accumulated dairy products inventories in the hands of the 
secretary. 

We met. A lot of plans were proposed but it is hard to get your 
teeth into them and ac ‘tually move any products with them. They 
were pretty generalized—more advertising, more promotion, and that 
sort of thing. 

There is nothing wrong with that except that is a Stew program 
and won’t immediately move the inventories of the Government. 

Another suggestion was to eliminate all price supports and let milk 
products drop to wherever they will go and you will wash out the 
production by decreased selling prices. 

[am certain that one will work but I am also certain it will bankrupt 
a very great number of dairy producers in this country and will set 
up a shortage situation whereby consumers might benefit immediately 
by these lower prices but they will probably pay for it in the end by 
very greatly increased prices when there are inadequate supplies 
because farmers could not survive. 

We had 2 or 3 other meetings and at the next to the last meeting 
2 plans were proposed but they did not have the approval of the 
entire group. 
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One of them was that we would operate on a wash-sale basis, or 
actually going backwards, the Government would pay a subsidy to 
producers through plants, actually, thereby reducing the price of 
butter. 

This was largely directed at butter. It is my personal position, 
and it has also been the position of the National Milk Producers 
Federation that it is opposed to subsidies, either direct subsidies to 
producers or indirect subsidies. 

We had the rollback during the war, we also had the direct producer 
subsidy and we had the maintenance of low prices of dairy products 
throughout the war which gave consumers a false idea of the value 
of dairy products. 

When subsidies were eliminated prices had to go back up to return 
to farmers approximately the prices they were getting through the 
subsidy route, and it was such a shock to consumers that our first 
difficulties began as far as high prices on butter were concerned. 

That is the background on why I personally and I am sure members 
of the federation are opposed to any form of subsidy now. We feel 
that we should collect the value of dairy products at the market place. 

The other plan that was proposed was that we would have a fire 
sale, so-called, whereby we would take the Government inventory 
of butter and wrap it with a Government wrapper and require the 
housewife to—not require, but if she would buy a pound of butter 
at the regular price she would get a Government pound free. 

The physical difficulties in attempting to engage in such a program 
on a nationwide basis convinced all of us who had been engaged in 
distribution for many years that it was hopeless, and it could not be 
made to operate. 

I can give you many reasons why it won’t work but I don’t believe 
you are interested. 

It was proposed at the last meeting about 2 or 3 weeks age that we 
take the Government butter and make it available back to the 
distributors at a reduced price; that the Government officials establish 
that price. 

The distributor of the butter would then be required and would 
certify and with proper protection against fraud to take that butter 
at whatever price the Government put on it, blend it with his present 
costs of butter—which are about the present support level—and come 
up then with an average weighted price of the two. 

That would put in the Government’s hands the power to drop the 
price of butter whatever amount they determined was proper. Ac- 
tually they could drop it a small amount to start with, a little more 
later. 

Now we hear a lot of comments that 5 cents down on butter may 
sell it, or 10 cents might be required, or 15 cents, but nobody knows. 
Butter is selling today at 10 cents a pound less than it did a year ago. 
Our sales I think are about the same as they were a year ago. 

So 10 cents has not substantially increased consumption of butter. 
The Government could follow down and find at what level butter sold. 
It would at least know that. 

They have 250 million pounds in inventory. As they got toward 
the short end of that inventory they could gradually raise the price 
and bring it back up to whatever the support level is determined to be 
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as of next year. That is a practical, quick method for disposing of 
all the butter the Government has, if price will sell it. 

There are a lot of little side ramifications in it, Mr. Chairman, but 
I think that basically gives you a description of the program that I 
recommended to the committee about 2 or 3 weeks ago, and that is 
my personal recommendation. 

It is not a recommendation approved by the National Milk Pro- 
ducers Federation because the federation has had no meeting since 
this plan was developed to approve or disapprove. 

Mr. AnpresEeN. Have you increased the sale of butter for your 
‘ganization? 

Mr. Watrz. Yes, sir. 

Mr. ANDRESEN. How did you go about that? 

Mr. Watrz. By maintaining the highest quality of butter that we 
could possibly produce—93 score—within our wrapper all the time; 
by, I think, a somewhat intelligent advertising and sales promotional 
program throughout the last 25 years, and I am very happy to say 
to you that we are selling more butter today than we sold at any time 
since we have been in business. 

I am unhappy to say that I suppose in our area as in other places 
per capita consumption is down but I think some of that can be 
attributed to some poor quality of product that is on the market, and 
some plans have been suggested for handling some of the poorer grades 
of butter that are on the market. 

In addition to that in our State, through this assessment fee that 
we levy against producers for sales promotion we put on a campaign 
asking consumers to fill in the words ‘‘Why butter is better.’ 

The first prize w ‘as a trip to Honolulu for a man and his wife. Other 
prizes were a year’s supply of butter to the winner. There was about 
50 years’ supply of butter or 50 prizes of 1 year each, some food 
mixers and so forth. 

The cost was very nominal, it was under $10,000 for the entire 
campaign, and we stimulated butter sales, I believe, the last figure I 
saw, by about 33 percent during one of the weeks of this campaign as 
against an average sale of previous weeks. 

So I think advertising and promotion works in the sale of butter. 

Mr. Anpresen. How long has that campaign been running? 

Mr. Waxrz. It is over now. It ran, as I remember it, for 4 to 6 
weeks. I cannot be sure. 

Mr. ANpreseN. Did you check on the purchases to see whether or 
not there were people who had been including substitutes? 

Mr. Watrz. Yes. 

Mr. ANnpreseN. And who were buying butter again? 

Mr. Watrz. As well as we could we had people in the stores inter- 
rogating the people and we did find quite a number of people who 
wanted to enter this contest. 

Remember this was not at a reduced price at all. They had to pay 
the full price for the butter. But they had to enclose with their 
answer a wrapper off of a pound of butter, or a piece of butter, to 
qualify their entry into the campaign. 

We ran it long enough, for 6 weeks, so that it was not a case of 
getting them all to buy at once and then not buying later, which they 
would not do anyway. 

They had plenty of time to enter the contest. 
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Mr. ANDRESEN. Why wouldn’t that campaign be a good idea for 
all the producers of the country, for instance, in selling their butter? 

Mr. Waurz. That is exactly the kind of thing that I mentioned 
awhile ago that it would be possible to do if we had our own self-help 
program in operation. 

As of today, you have no way of collecting funds from the dairy 
farmer on any kind of an equitable basis to do anything. There are 
a great many dairy producers who contribute voluntarily to the 
American Diary Association and the American Dairy Association is 
doing an excellent job with the funds that they have available in 
promoting the sale and consumption of all dairy products. 

Mr. AnpreseNn. They are collecting several million dollars from 
the farmers. You stated that it was just a nominal expense. It 
seems to me that it would be a good idea for the American Dairy 
Association to follow the pattern that you set. : 

Mr. Waurz. We hope they do. 

Mr. ANDRESEN. | have been talking that for the last 6 or 7 months. 

Mr. Watrz. We considered it an extremely successful campaign in 
our State. 

Mr. AnpREsEN. I would like at some time in the future to go into 
greater detail with you on what you have developed. Of course, I 
think there are methods. If they follow the pattern of some of these 
soap companies they will be able to sell a lot of butter and get rid of 
all their surpluses. 

Mr. Watrz. I think we will have to learn to sell. 

Mr. Lovre. Mr. Chairman? 

Mr. AnpRESEN. Mr. Lovre. 

Mr. Lovee. Mr. Waltz, I certainly agree with your statement if 
supports were dropped completely and the price were permitted to 
seek its own level, that it would bankrupt the farmers of our country 
because we cannot expect the farmers to buy in a protected market 
and sell in an open market. 

That being true, do you feel that the 90 percent support program 
should be continued on dairy products until such time as we come up 
with a self-help plan like you have advocated or some other plan that 
will give to the farmers full parity? 

Mr. Wattz. Yes, sir; I certainly do and I would like to make this 
statement: the National Milk Producers Federation has for many 
years gone on record as being in favor of a flexible price-support 
program for agriculture. 

We do feel that since there is a rigid support program on feed grains, 
and so forth, for the coming year that parity on dairy products effec- 
tive April 1, 1954, should be announced at 90 percent and carried 
through by the Government to give equitable treatment to dairying 
with all other agriculture, and we certainly hope that Congress will 
permit us to run our own program by giving us this self-help program 
or something that is better. 

Mr. Lovre. And until such time as that happens, it is the view of 
the Milk Producers Association that the present 90 percent support 
program on dairy products should be continued? 

Mr. Watrz. As long as it is maintained on other products. 

Mr. Lovre. On other basics? 

Mr. Watrtz. Yes, sir. 
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Mr. ANDRESEN. That action was taken at your annual convention, 
making that recommendation? 

Mr. Watrz. Yes, sir. 

Mr. ANDRESEN, So that your organization would not favor reducing 
the support price on dairy products below the present fixed level until 
the new program would be developed? 

Mr. Warrz. Either a new program or the self-help program is 
developed. Then we have no need for Government support prices. 
Or until there is some change in the fixed supports on the basic crops. 

Mr. ANpDRESEN. It may take time for Congress to assimilate any 
new self-help program. It may be difficult to get that into operation 
before April 1. J am sure you recognize that fact. 

Mr. Watrz. Yes, sir; we do, 

Mr. AnprREsSEN. In view of that situation, you do make the recom- 
mendation for your organization to continue the present 90 percent 
support? 

Mr. Waurz. Yes, sir; I do that. 

Mr. ANpRESEN. Are there any other questions? 

Mr. Byrnes. I have just one question on this table showing the 
relative costs or relative position of the farmer under the Government- 
support program and under your self-help program, 

If I understand you correctly 

Mr. Waurz. Is that the last page? 

Mr. Byrnes. Yes, it is. You have two tables on one page. If 
I understand this correctly under the self-help program the cost to 
the individual farmer on 100 pounds of milk under the self-help pro- 
gram would be 14 cents, that is, 90 percent of parity base being used 
for $3.92 average cost per hundred. 

Mr. Water Corron. If both Government and the self-help were 
at 90 percent, and the losses on the self-help program were 100 per- 
cent the cost to the producer would be 14 cents. 

Mr. Byrnes. Fourteen cents a hundredweight. 

Mr. WaLTER Corton. Yes, sir. 

Mr. Byrnes. And using 100 billion pounds as the general amount 
in the market? 

Mr. Water Corron. That the assessment would be spread over, 

Mr. Byrnes. That is about $140 million. 

M. Watrer Corron. That is right. 

Mr. Byrnes. If you could run a self-help program, this program, 
at an annual cost of $140 million, and still give the farmer 90 percent 
of parity, that is pretty cheap compared to the system we presently 
have, is it not? What does it cost the Government today in the dairy 
field to maintain 90 percent of parity under its purchase program, and 
assuming all its purchases would be 100 percent loss this last year? 

Mr. Watrrer Corron. The quantity bought here is 3 billion pounds. 
That is the estimated excess during 19: 54. The quantity bought 
during the current marketing year is in excess of that. The amount 
of surplus for 1954 is estimated at 3 billion pounds by the Department 
of Agriculture. During the current marketing year it has been about 
twice that amount. 

Mr. Byrnes. The excess each year is based on the billion pounds of 
milk. 

Mr. Water Corton. On the 3 billion pounds of milk estimated to 
be bought. 
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Mr. Byrnes. As I understand it the assessment is based on the 
total amount of milk going into the market. 

Mr. Watrer Corron. The $141 million is the purchase cost of 
3 billion pounds of milk equivalent and the assessment of 14 cents is 
spread over the 100 billion pounds marketed. 

Mr. Byrnes. So that means an assessment equivalent of $140 
million? 

Mr. WautxsrR Corton. That is right. 

Mr. Byrnes. That is going to support your program and support 
also the purchase under your self-help, whatever may be necessary, 
your 3 billion pounds of surplus, at a cost of only $140 million? 

Mr. Watrz. It would not provide, however, for the cost of operat- 
ing the Board which would be nominal. Neither would it provide for 
any contributions on a cooperative basis or direct basis for sales and 
advertising programs. So it could run in excess of that. 

Mr. Byrnes. What would you estimate to be the cost of the 
present Government program supporting dairy products at 100 
percent of parity with the 3 billion pounds of surplus? It would be 
considerably in excess of $140 million, would it not? 

Mr. Waurz. We think we can do a more efficient job. 

Mr. Byrnes. That is what I was trying to get at, how you could 
do this job in a sense so much more cheaply than the Government 
operation, 

Mr. Waurz. Due to restrictions in Government operations it would 
seem that costs that could be avoided are built up. That is no 
criticism of Government operation at al! because I presume you have 
to have certain restrictions in Government operations that you would 
not have to have, that we do not have at least in private operations. 
We believe that this Board can do its job more economically than a 
governmental body can do it. 

Mr. Byrnes. Your assessment figure that you use in your tables 
here then does not take into consideration administrative factors nor 
promotional factors or anything of that nature? 

Mr. Wa trz. The only trouble with that comparison is that you 
will see in that table that we have assumed the very worst thing, and 
that is 100 percent losses. 

Mr. Byrnegs. Still it would only cost under this $140 million? 

Mr. Wa rz. That is right. If we recovered 25 percent or 50 
percent of the purchase price on the inventories, then—— 

Mr. Byrnes. Then it would be $70 million? 

Mr. Wautz. That is right. Plus administrative and advertising 
costs. You have to keep all those factors in mind. 

Mr. Byrnes. What strikes me is that it is such a low figure. 

Mr. Watrz. That is right. 

Mr. Byrnes. Even if you assume 100 percent loss on your pur- 
chases. I do not see how. I have difficulty in seeing how you can 
get by with that low loss. 

Mr. Watrz. Using the Government’s own figures of estimated 
production and consumption, also their own present method of cal- 
culating percentage of parity. 

Mr. Byrnes. Thank you, Mr. Chairman. 

Mr. AnpREsEN. Mr. Davis? 

Mr. Davis. I have nothing. 

Mr. ANpRESEN. Mr. Talle? 
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Mr. Tatue. No questions, Mr. Chairman. 

Mr. ANpRESEN. Mr. Williams? 

Mr. Wiuiurams. Thank you, Mr. Chairman. 

Mr. ANpRESEN. I think it would be well to include in here a some- 
what more detailed statement explaining what the assessment would 
be to the producers. Generally, you would have to sell this idea to 
the producers. If you can amplify your statement for the record, 
showing how much | cent assessment will add or take away from the 
farmer, and the producers, who are going to pay the bill under the 
proposed plan, will know something about what it will cost them. 

Mr. Wattrz. May I make a short statement on that? 

Mr. ANDRESEN. Yes. 

Mr. Wa tz. I saw some figures developed that if an assessment of 
1 cent per pound butterfat had been made on all milk produced from 
1938 to the end of 1952, that all losses on Government purchases 
could have been absorbed out of that assessment and have left over 
$7 million a year for advertising and promotion. In relation to the 
acceptance of this program by producers we presented this program 
to 1,060 delegates at the federation convention in Houston. I took 
more time and described it in more detail than I did here today. 
Following that there were questions for at least three-quarters of an 
hour, and there were no adverse comments regarding the proposed 
bill at that large meeting. We gave everybody in attendance a copy 
of the bill itse Af, a summary of the bill and the tables showing costs. 
Two days later the de legate body voted on a resolution advocating 
that the federation work to get this bill enacted into legislation. There 
was not a single dissenting vote. 

So producers had a wonderful opportunity at Houston to preview 
this bill, and if they did not like it and did not want to pay their own 
costs they could have said so. Since that time it has been my privi- 
lege to attend four producer meetings, one of which happened to be 
in the territory that you are quite familiar with, Mr. Chairman, Roch- 
ester, Minn., last Saturday. I went through this self-help program 
very carefully at the Rochester dairy cooperative meeting and while 
there was no time for questions I heard a great many favorable com- 
ments on it following the meeting. 

Mr. AnprRESsEN. I will probably be hearing from them. 

If there are no other questions we want to thank you, Mr. Waltz, 
for your presentation. 

The committee stands adjourned. 

(Whereupon, at 12:10 p. m., the committee was adjourned.) 
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